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FOREWORD 


The Hispanic American Report has profited by the on-the-spot investiga- 
tions of its staff. The Report's editor, Ronald Hilton, is making his second 
yisit this year to the South American continent - this time to participate in 
a colloquium at the University of Sao Paulo. Mr. Hilton left immediately 
after the Conference on Population Problems in Latin America, which brought 
distinguished Latin Americanists from all parts of the country for formal and 


informal discussions at Stanford. 


Limits to Franco's authority in internal and external matters were appar- 
ent during July. If the British objections to Spanish arms trade with Egypt 
were ineffective, Spain did respond to American "inquiries" by introducing an 
export ban with the hope that the U.S. Congress would compensate for this im- 
portant loss to Spanish foreign exchange. American influence was further 
evidenced as preparation for the $200 million airfields construction got under 
way. Internally, the Primate of the Catholic Church made it clear that Franco's 
policies were not necessarily those of the church, and the right to criticize 


harmful policies would be retained. 


The Portuguese, unlike the French, do not find it expedient to withdraw 
from their manganese-rich Indian colony of Goa in spite of mounting national- 
istic sentiment. Although the Goans have one of the highest literacy rates 
in India, strides are being made within Portugual to increase its low level of 
literacy through a campaign aimed at school construction and adult education. 


Mexican political stability, jeopardized by mounting inflation, dimin- 
ishing foreign exchange, and a campaign for honest government, has become in- 
creasingly dependent on U.S. economic cooperation. If the Alemanistas resent 
the drive for administrative integrity, it may be that the Cardenistas take 
exception to closer cooperation with the U.S. General Cardenas was successful 
during the month in dramatizing his continuing hold on the Mexican people, and 
the road to reaction is not going to be as abrupt as the Sinarquistas would 
have it. There are ‘apparently nationalistic limits to which Mexican cooperation 


with the U.S. can be stretched. 


While American participation in the Guatemalan revolution was scored in 
those Latin American areas which had been alerted to the situation and which 
were still free enough to articulate their criticism, State Department prestige 
was nonetheless implemented in Congress by this tour de force during an election 
year. It was not clear in July whether the U.S. was now committed to a regime 
as extreme on the right as its predecessor had been on the left. The new 
Castillo Armas administration was necessarily concerned with establishing its 
position and this required 1) the replacement of Monzén by Castillo Armas as 
the number-one man in the junta 2) the prosecution of former government offi- 
cials and sympathisers 3) winning the recognition of other governments, 
especially the powerful U.S. Castillo Armas' temporary agrarian law, may have 
encouraged those who would advocate moderation in a society characterized by 
extremes. 


Elsewhere in Central America,the U.S. fostered stability; the U.S. 
military mission kept check on Somoza's military activities on the Nicaraguan 
border and the U.S. Air Force strategically made a good will visit to Costa 
Rica. A revival of the war which shook that oasis of democracy in 1948 was 
avoided early in July when the Nicaraguan-based plot of Calderdén Guardia 
against the Figueres regime was uncovered. 


~ 


The constitutionalization of the Batista regime appears imminent with the 
cuban dictator in control of the November election and the opposition parties 
divided. The contribution to internal political stability garnered by this 
gevice and the increased respect from other countries resulting from the elec- 
tion, however, may well be counterbalanced by economic difficulties reflected 
in the dropping sugar market and the unbalanced budget. Measured by Dominican 
standards, nevertheless, the Cuban administration has tolerated a surprising 
degree of personal liberty. The Dominican dictatorship, on the other hand, 
continues to demonstrate the effectiveness with which a totalitarian regime 
can foster economic growth, however uneven the advantages are shared by the 
people. While the country's electrical capacity was being doubled and oil ex- 
plorations were being made, dictator Trujillo was cruising in his yacht off 


the Spanish coast. 


Reports from Venezuela indicate that the oil-rich military government is 
advancing the basic economy of that nation - two major highway projects will 
be completed within two years and gas turbine generators have been introduced 


to use the abundant natural gas in the country. 


It was clear from developments in Colombia that Rojas Pinilla would not 
preside immediately over the dismemberment of his interim government. Although 
political prisoners were released, affairs with Peru normalized, and the coffee 
prosperity a happy augury for the future, the reorganization of political 
parties, courts and municipal councils demanded, it was felt, the continuation 
of the army regime. The indefinite closing of the university and the developing 
cleavage between army and students forbode ill for the country's future freedom. 


Both in quantity and in value, Ecuador's exports were enriching the coun- 
try over any previous year. Improved roads, the distribution of fertile public 
lands, and tax reforms continue the relatively tranquil era inaugurated by 


President Galo Plaza in 1948. 


New records for Peru's industrial development during the past year counter- 
balanced deterioration in mineral exports and oil development. 
anticipated production of iron and steelat the Chimbote mill within 16 months 
will bring intimations of economic independence and nationalistic pride to 


that country. 


Blessed by hearty American cooperation, the Bolivian economy was butt- 
ressed by a U.S. Government contract to purchase tin ore and by the hope that 
other extractive ores might be developed with American capital. An embarrass- 
ment of oil riches has thrust upon Bolivia the problem of exporting petroleum. 


In an attempt to balance Chile's governmental budget and thereby to stem 
chronic inflation, the Ibaénez regime drastically reduced its expenditures, in- 
creased taxes, and restricted credit. The non-political cabinet furthermore 
enjoyed an unusual measure of Congressional cooperation during the month. How- 
ever, Ibanez' hope to increase his executive authority and his proposal to 
legalize the Communist party met with strong public opposition. 


Rumors persist that Perdén's brain tumor accounts for the unannounced visits 
of U.S. cancer specialists to Buenos Aires. It would be interesting to specu- 
late that recent governmental changes were calculated to facilitate government 
Succession in the event of Perén's death. The theme of decentralization was 
evident in the new five-man super-cabinet which would share in the executive 
power, and in the denationalization of transportation and other government - 


owned enterprises. The denationalization program together with a firmer 
policy towards labor and the Communists are all policies which could bring 
argentina into closer association with the United States. 


An uneasy political calm prevailed in Brazil during July. Rumblings of 
impeaching Vargas were heard in Congress and mounting Communist activity 
joined nationalistic pique with the United States elsewhere. Those military 
and diplomatic personnel who were being tried for Communistic activities were 
unexpectedly exonerated by judicial decisions. The defense for the accused 
nilitary personnel argued that the U.S. intelligence agents who had infiltered 
the Brazilian army and had reported the Communistic activities had been in- 
correctly advised. Further bitterness developed with the fall in the coffee 
price and the report by a U.S. Federal Agency that the recent coffee spiral 


was due to speculation. 


Martin B. Travis, Jr. 
Associate Editor 


IBERIAN PENINSULA 
SPAIN 


The month of July was marked by another exchange of diplomatic notes 
between Spain and Great Britain. However, this time the Gibraltar question was 
pushed into the background by a more pressing problem. First, British 
officials expressed concern over news that Spain had contracted to supply the 
Egyptian Government with $3.5 million worth of 6l-mm and 120-mm mortars, 
machine guns, and shells. A Spanish plant, the Esperanza de Marquina, is 
reported to be operating on two 10-hour shifts since early this year in order 
to fill an order for several hundred 8l-mm and 120-mm mortars and more than 
200,000 shells. Nine hundred Alfa machine guns are understood to have been 
manufactured by the state arsenal at Oviedo for delivery to Egypt. According 
to informed sources, the 8l-mm mortars weigh only 139 pounds and are “ideal for 
hit-and-run attacks" similar to those made against the British troops in the 
Suez Canal zone. Besides expecting these arms to be used against British 
soldiers in the Canal area, the British Government is reminded that any 
strengthening of the Egyptian Army decreases British bargaining power in the 
negotiations for a solution of the Suez Canal question. 


Political circles in Spain expressed indignation at Britain's attitude, 
saying that trade between sovereign states is perfectly legal. They pointed 
out that this trade is valuable to Spain which sells small arms to the U.S. and 
to several South American and Near East countries. They also said that Great 
Britain has no reason to complain since large quantities of British airplane 
motors are sold to Russia and other war materiel is being sold to Yugoslavia. 


The U.S. State Department made "inquiries" in Madrid about the export of 
arms. Spain's attention was called to Paragraph 2 of Article 5 of the United 
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ctates-Spanish agreement in September, which states that arms supplied to Spain 
should be used exclusively for the defense of Spain. The U.S. understanding is 
that this would preclude their use to make possible export of other similar 
arms. Shortly thereafter, Spain gave the British Government assurances that 
ne export of arms to Egypt and to other countries not members of NATO would be 
panned. The customs authorities in Bilbao were instructed to halt all ship- 
nents of arms from that city. It could not be immediately ascertained whether 
narcelona was given the same order. 


he 


According to Spanish diplomatic quarters, this ban represents a subdstan- 
tial loss in foreign exchange to Spain which has long depended on revenue from 
the export of light weapons. Spanish newspapers expressed the hope that the 
U.S. Congress, which is considering appropriations for military and economic 
aid to Spain, will take into consideration this financial loss. 


During July, three separate "tours of inspection" of U.S. bases in Spain 
were made by high U.S. officials. General Curtis LeMay, Chief of the Strategic 
Air Commandarrived on July 20 and expressed satisfaction at the progress being 
made so far. He said that he hoped that actual construction would start by the 
end of the year. When asked what impression General Franco had made on him, 
Gen. LeMay replied that the Generalissimo "appeared to be very well informed on 
military matters." He also expressed satisfaction over Spain's political 
stability and industrial progress. 


Harold E. Talbot, Secretary of the Air Force, arrived on July 22 to 
discuss the bases construction program. Reasons for delay in starting actual 
construction were discussed. Among them were several changes made in the 
original specifications by Washington: delay in Congressional approval of the 
$59 million appropriation, and the decision by the Navy engineers that the site 
of El Copero chosen by Gen. Kissner's mission would not be appropriate. El 
Copero, located between the Guadalquivir and the Guadiana Rivers would require 
a costly flood control program. Another site, called Dos Hermanas, 15 miles 
south of El Copero, is being sought by the U.S. Military Mission. However, 
this site lies in an olive-producing district considered to be of high economic 
value by Spanish officials. 


H. Struve Hensel, Undersecretary of Defense, arrived in Madrid on July 31 
on his way home from a European tour of inspection. He said that during his 
stay in Spain he would make a study of the total defense plan in order to 
incorporate Spain in the global strategy of North America. In the same press 
conference, General Kissner, chief of the U.S. Military Mission to Spain, said 
that the U.S. will eventually acquire and develop more bases in Spain. 


The air bases in Spain are being given greater emphasis by the U.S. Govern- 
ment as a result of increasing native unrest in French Morocco, where the Air 
Force began to build five air bases last year. Four were completed and plans 
for the fifth have been cancelled. The Air Force estimates that the cost of 
construction in Spain -- airfields, housing, fuel pipeline system, hangars, 
repair shops and other facilities -- will be about $200 million. The Navy's 
Bureau of Yards and Docks, in charge of over-all direction of construction of 
the naval and air bases, has already advertised for bids by Spanish firms for 
actual construction. 


Construction costs are expected to be somewhat lower than those for the 
African bases. Bulldozers, earth-moving equipment, and other types of machinery 
used in North Africa and still in good condition, are being shipped to Spain. 


h materiel and labor as possible will be obtained locally. Very few 


muc 
peepee will be employed. They will be chiefly staff members and engineers. 


In a pastoral letter published in Toledo, Enrique Cardinal Pla y Daniel, 
imate of the Catholic Church in Spain, clarified the Church's position in 
ain. The Cardinal declared that the Church acts independently of the state. 
cording to prominent Catholics, the fact that the Cardinal felt it necessary 
» rake this declaration of disassociation from government policies reflects 
the concern of the Roman Catholic hierarchy with apparent manifestations of 
anti-clerical feeling by the Spanish people which have developed since the 
Vatican-Madrid concordat was signed last year. According to members of the 
clergy, their own investigations carried out in recent months have confirmed 
that there is a widespread belief among the Spanish people that the Church is 
more inclined to side with the wealthy rather than the humble classes and that 
it fully supports -- rather than just collaborates with -- Generalissimo 
Franco's form of government. The Cardinal's letter makes it clear that 
although one of the fundamental norms of the church is to collaborate with the 
legally-constituted government in every nation, that collaboration does not 
mean unqualified support of every government policy. The Church in Spain, he 
concluded, "intends to retain its right to criticize what it believes to be 
harmful and to praise what it believes to be beneficial to the common good.” 
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As if to prove that he is capable of "praiseworthy" acts, Franco decided 
to observe the Marian Year and the Ano SantoCompostelano, (honoring St. James, 
Spain's patron saint, whose remains are said to be buried in Compostela) by 
proclaiming an amnesty affecting Spain's estimated 25,000 prisoners. Prisoners 
serving short sentences were released. Those having from le to 25 years to 
serve had their sentences reduced by a proportion of between 1/4 and 1/6. 

Death sentences were commuted to 30 years imprisonment. 


In an exchange of notes this month, the Air Transport Agreement of 1944 
for commercial aircraft between the U.S. and Spain was amended. The amendment 
authorizes a route for a Spanish carrier to operate to New York, makes adjust- 
ments in the existing route to San Juan, and eliminates a route to Miami which 
was never operated. The amendment followed recommendations made on July 14 by 
U.S. and Spanish delegations who had studied the matter over the past three 
months. Acting as chairmen of the delegations were Mr. Oswald Ryan, of the U.S. 
Civil Aeronautics Board and Jaime Pinfes, Secretary of the Spanish Embassy in 
Washington. As soon as the agreement was signed, Iberia Airlines of Spain 
applied to the Civil Aeronautics Board for an operating certificate. The 
airline expects to start a thrice-weekly Madrid-to-New York service on August 9. 
On August 3, a preliminary flight from Madrid carried government officials to 
New York to commemorate the 462nd anniversary of the start of the first voyage 
made by Christopher Columbus to the New World. This flight was made by the 
Lockheed Super Constellation which was christened the Santa Marfa at a ceremony 
in New York on June 23. Two other Super Constellations, the Pinta and the Nina 
will operate on the New York-Madrid run. 


General Franco entertained Don Juan Carlos » son of the pretender to the 
throne, in his personal residence of El Pardo » thus giving rise to renewed 
speculation about the future of the monarchy in Spain. According to monarchist 
Sources, Franco favors Prince Juan Carlos, rather than the Infante » Don Juan, as 
his eventual successor. Therefore it is believed that the chief topic of 4 
discussion was the question of the boy's schooling. Franco wishes to enroll him 
in the Spanish Naval Academy at Marin in his native Galicia. Don Juan wants his 
son to enroll in the University of Louvain in Belgium. Another point of 
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jisagreement between Franco and Don Juan is the matter of succession to the 
throne -- "when the time comes." Don Juan has steadfastly refused to give up 


nig claim in favor of his son. 


A new housing project consisting of 400 units, 200 of which have been 
completed, is being built in Tetuan. The project, named "Teniente General 
carcfa Valino," is claimed to be equipped with the latest improvements in urban 
jevelopment. It consists of blocks of 6, 16, and 24 units, has numerous 
streets and ample provision for commercial and industrial enterprises. The 
over-all construction cost will be 10.4 million pesetas. Four million have 
peen advanced as a loan from the funds of Corporaciones Locales and the other 
6.4 million by the Alta Comisaria. Monthly rent per unit will be 100 pesetas. 


PORTUGAL 


On July 21, a group of Indian nationalists attacked the village of Dadra 
in the northern colony of Damao, killing a non-commissioned officer, Aniceto 
Rosario, and two guards, as well as wounding several persons. The nationalists 
are said to have marched in from the Indian village of Vapi. This and other 
similar attcecks made on French colonies in India are reportedly part of the 
nationalists' campaign to merge foreign enclaves with the rest of India. India 
has sought negotiations with both France and Portugal on the "return" of the 
colonies. Negotiations had been going on with the French, but suddenly broke 
down during June. Portugal, however, has steadfastly refused to consider 
negotiations because the territories in India, which Portugal has held for over 
four centuries, are considered an integral part of the motherland. Besides, 
French colonies are a drain on the French economy, and France is willing to 
consider their separation, but Portugal's Goa (which comprises 1,348 square 
miles and has a population of 630,000) is valuable for its production of 
manganese and other minerals. The Goans, a mixture of Portuguese and Indian, 


have the highest literacy rate in India. 


Although the Portuguese Government protested to New Delhi, two other 
Goanese villages were next attacked. Whereupon Portugal asked the Government 
of India to recall the Consul General, Vincent Coelho, in Goa and the Vice 
Consul, G. A. Prabhy, in Momugao, port of Goa, claiming that the personal 
activities of these two men "constitute a serious threat to the internal 
security of the territory." They were given until noon on Saturday, July 31, 
to leave Portuguese territory. India promptly retaliated by delivering a note 
to the Portuguese Chargé d'Affaires requesting the recall of the Portuguese 
Consul General in Bombay, Dr. Emflio Patricio, and the Consul, Dr. Anténio de 
Carvalho Resano Garcia by noon Sunday, August 1. The note added that the Indiar 
Government "strongly repudiates the insinuations against its representatives in 
Goa" and that "this is another maneuver on the part of the Portuguese Government 
to formulate extremely exaggerated declarations and extravagant demands to 
confuse world opinion on the problem of Portuguese colonies in India." 


In the meantime, the Indian nationalists, members of the United Front of 
Goa, have announced plans to march on Goa on August 15. Prime Minister Nehru 
maintains that India will not use force, but in view of the present mounting 
tension, bloodshed and violence are certainly a possibility. 


, President Craveiro Lopes returned on July 3 from his 43-day tour of Sao 
Tome, Principe, and Angola. Enthusiastic crowds were on hand to cheer him on 
his way from the airport to Belém Palace. On the following day, the President 
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vent on the air to report to the Portuguese people at home and abroad on his 
seins He expressed himself well satisfied with the economic and social 
srogress being made by the overseas territories and lauded them for their 


-atriotism and loyalty to the motherland. 


According to a recent government announcement, a 200-mile railroad will be 
built in Angola from the port of Luanda to Nova Caipemba in the interior, at a 
cost of 425 million escudos (about $15 million). This railroad, which is 
expected to be completed within two years, will improve distribution of 180 ,000 
tons of coffee, sugar, and vegetable oil products per year. It will also 


encourage production of copper, asphalt, and mica. 


Ata farewell luncheon given him by the American Men's Club in Lisbon, 
Brig. Gen. Frank Camm, for three years head of the U.S. Military Assistance 
Advisory Group in Portugal, commended Portugal's armed forces. He declared 
that the Portuguese forces would soon be able to share responsibility in the 
NATO defense organization and take their place with any force in the field. He 
added that many Portuguese officers and men had availed themselves of the 
opportunity to study in U.S. military schools and had done well there. General 
Caran is being replaced by Brig. Gen. Willard K. Lieber of Headquarters, U.S. 


European Command. 


Under-Secretary of State for Education, Verga de Macedo, recently revealed 
that during the first 18 months of the National Campaign for Adult Education 
380,000 Portuguese adults received instruction. The campaign is directed 
primarily at illiterates between the ages of 14 and 35, but also affects 
children. The program benefits teachers as well as pupils, since a prize of 
500 escudos is given the teacher of any illiterate who succeeds in passing the 
third grade examination. For every 12 pupils thus prepared, the teacher 
receives a raise in salary or an advancement in rank as well. The number of 
minors enrolled in schools has risen from 549,000 in 1950 to 765,000 this year. 
This represents a greater increase than that which is claimed to have taken 
place in the 23 years preceding 1949. Nearly 3,000 new schools were established 
in the last 18 months,-or an average of eight new schools per teaching day. 


In order to bring the benefits of this program to even the most remote 
areas, "Cultural Missions," headed by a qualified educator and including medical 
doctors are sent into the hinterlands with books, films, and displays. The 
doctors, who are in charge of the Sanitary Education plan, meet with local 
doctors and discuss means of integrating the Sanitary Education Plan with the 


National Education Campaign. 


The newly organized commission to commemorate the 500th anniversary of the 
death of Prince Henry the Navigator held a meeting at Sao Bento Castle on 
July 14. Headed by José da Mata of the Académia Portuguesa da Historia, it will 
consider the construction of a great monument to Prince Henry, in connection 
with the quintennial celebration in 1960. 


MEXICO 


A series of significantly timed events during July have done much to 
contribute to rising political tensions in Mexico. Repercussions from the 
government's now publicized and firm rightist policy,which realigned Mexico and 
the U.S, (H.A.R., VII: 6), have indirectly affected a split in the Partido 
“evolucionario Institucional (P.R.I.), the government political party headed by 
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president Ruiz Cortines. The P.R.I. apparently divided itself according to 
loyalties into three factions: the Cardenistas, the Alemanistas, and the 
cortinistas. The split allowed several minor parties, notably the Union 
Sinarquista and the Partido de Accion Nacional (PAN), to come into the lime- 
light temporarily before being shoved back into their normal position of 
relative unimportance. The end results were somewhat incongruous: (1) General 
l4zaro Cardenas has won a vote of confidence which cannot be overlooked by the 
sresent administration at this time and (2) the Mexican Government will be 
compelled by popular demand to rid the federal payroll of Communists and 
Communist sympathizers. These two points are incongruous in that with the 
current rightist trend of the government, the left wing has been moved into a 
position whereby it is supporting a government which in turn is now committed 
to remove the extreme left wing from all public offices. 


The spark which set off this political upheaval was the death on July 13 
of Frida Kahlo, artist wife of leftist muralist Diego Rivera, and well-known 
for her active participation in leftist causes. On July 13, Miss Kahlo's 
coffin lay in state, draped with the Soviet flag, in the rotunda of the 
Institute of Fine Arts (Palacio de Bellas Artes) in Mexico City, Permission 
for the body to lie in state in the Institute was given by Dr. Andrés Iduarte, 
Director of the Institute since December 1952, and former Professor of Spanish 


at Columbia University. 


On July 14, Mexico City newspapers prominently displayed pictures of 
General Lazaro Cardenas (H.A.R., VII: 6) and other prominent politicians and 
artists standing in the guard of honor around the coffin draped with the Soviet 
flag. Editorials stated that the Institute, the guardian of Mexican art and 
culture, was a particular hotbed of Communism, and that the funeral orations 
were more in praise of Communist ideals than the dead artist. In response to 
the demands of an angry populace, Minister of Education Angel Ceniceros asked 
for the director's resignation on July 15. The dismissal earned a surprising 
amount of public applause from rightists, and there was a comparatively light 
outcry from leftist intellectuals who form one of the country's most vocal and 
influential groups. - 


In the inevitable controversy that followed Dr. Iduarte's dismissal, the 
spotlight shifted swiftly from the two original principals -- Dr. Iduarte and 
the dead painter -- to General Lazaro Cardenas, President from 1934 to 1940. 
PAN and the Sinarquistas condemned the general's behavior as "political 
activity," charging that he had broken his promise to stay out of politics. 
The right wing political parties contended that General Cardenas' belief in 
Communism was well-known. These political parties are not very important in 
Mexican politics, and they have never been able to get the 75,000 signatures 
necessary to place a party candidate on a federal ballot. With their main 
strength among the peasants, however, these parties reflected the increasingly 
severe public opinion against General Cardenas. Certain high government 
officials denied that any Communists are on the government payroll. Meanwhile, 
tensions mounted during a stormy week, and the people demanded that their 
government clean out all Communists holding public office. Criticism also 
sharpened against Cardenas. 


By July 25, the Sinarquistas had published a list of 142 Federal employees 
who are supposed to be Communist militants or sympathizers. The Unién 
Sinarquista, a political organization of the extreme right, was outlawed by 
President Aleman during the war because of its support of the Axis powers. 
Since that time, the Sinarquistas have been making efforts to stage a comeback, 


jiously seized this opportunity to produce some likely "red her- 


they obV 
= a They asked the Mexican Government to strip the accused of citizenship 
— they had voluntarily served a foreign gcevernment in defiance of Article 


pecause 
31 of the Mexican Constitution. According to Juan Ignacio Padilla and Antonio 


farti ayo, two lawyers who are the organization's leaders, the list 
penton yr oe than 10% of the Mexican Communists who were being "supported 
sconomically" by the government. Many of those named are considered by other 
vexicans to be "leftist progressives »" but they are not considered pro-Russian 
Communists . The list was headed by Foreign Minister Luis Padilla Nervo, 
“inister of Economy Gilberto Loyo, Minister of Hydraulic Resources Eduardo 
Chavez, General Lazaro Cardenas, Rector of the National University Nabor | 
carrillo Flores, and Ambassador to the Organization of American States Luis 
Quintanilla; the list also named 40 persons in the Ministry of Education, 
eight in the Foreign Ministry, three in the Economic Ministry, 59 in the 
Institute of Fine Arts, and 18 on the staff of the Polytechnical School. No 
drastic measures, such as outlawing the alleged Communists or depriving them of 
citizenship is expected, but the Government served what observers consider to 
be clear notice that it will no longer tolerate overt Communist activities, and 
that it will remove proved Communists from sensitive public positions. It 

still remains to be seen whether or not the Sinarquistas can prove any of their 
accusations, although unofficial comments in the office of President Ruiz 
Cortines indicate that the source of the charges is enough to discredit them so 


far as the government is concerned. 


In defense of the charges made against him, General Cardenas announced on 
July 29 that he had severed his only official connection with the government on 
July 16, the day after Dr. Iduarte's "forced" resignation. Rogerio de la 
Selva, who was Aleman's private secretary and close friend, was accused of 
masterminding the attacks against Cardenas "with the clear purpose of dividing 
the revolutionary sector that supports the government of President Adolfo Ruiz 
Cortines." The rift in the P.R.I. was becoming evident. General Cardenas’ 
announcement of his resignation stirred, as expected, a strong reaction in his 
favor. In the minds of many Mexicans, General Cardenas personifies the 
principles of the soeial and national reform established by the 1910-17 
revolution. Politicians hurried to be the first to declare their loyalty and 
to ask President Ruiz Cortines not to accept the resignation. The P.R.I. was 
now split three ways: (1) the Cortinistas, (2) the Cardenistas, and (3) the 
Alemanistas, who are beginning to show more openly their intense dislike for 
the Ruiz Cortines regime which has pinched them, sometimes painfully, with its 
campaign for honesty in government. General Cardenas had been executive 
director of the Tepalcatepec hydroelectric and irrigation project in his native 
state of Michoacdén. The position was of minor importance and was no measure of 
the influence General Cardenas is supposed to have had, and probably still has > 
on the government. He is credited with having influenced the government's 
position at the inter-American conference at Caracas (H.A.R., VII: 3). He has 
been severely criticized for his publicized support of the Arbenz regime in 
Guatemala (H.A.R., VII: 6). The resignation was significant because (1) 
nowhere in the long declaration did Cardenas actually give his reasons for 
resigning, other than that he felt that his position was "embarrassing" to the 
Present administration, and (2) the president's office refused to comment on the 
resignation; the President apparently was waiting to see which way public 
reaction would turn before making up his mind. 


On July 30, the President's office said the General's resignation had been 
refused because Cardenas "has been carrying out his duties satisfactorily." 
Newspapers that day carried full-page advertisements signed by more than 100 
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rominent persons defending Cardenas, saying that the General's conduct had 
aie "profoundly Mexican" and had "responded to the purest ideals of the 
sountry- It would seem that the ex-President is still able to rally impres- 
sive support among the populace which somehow rallied overnight to justify his 
rast actions. De la Selva denied any part in the "campaign of insults, but 
some observers felt that the Alemanistas had suffered a reverse by the end of 
she second bitter week. In the maneuvering, the Cardenistas have aligned 
themselves in support of the present acministration; the Sinarquistas are 


temporarily silent. 


Vision, a fortnightly magazine in Spanish with editorial offices in New 
York, published an undocumented article on July 23 which implied that Russia 
nad planned to force the devaluation of the peso sometime in 1954, and that 
evidently, meetings for that purpose had been taking place since December 1953 
both in Moscow and Mexico City. While the article clearly states that Ruiz 
Cortines had no knowledge of this plan, it is interesting to reflect that the 
devaluation was a surprise move and that the hoped-for benefits have apparently 
failed to materialize (H.A.R., VII: 4,5,6). The article comments on the fact 
that relations between the United States and Mexico are now "very friendly" 
since Mexico's swing to the right, and that Washington has been more interested 
in the political than the economic results of the devaluation. A change in the 
political lineup, according to Visién, was the eclipse of Padilla Nervo in 
foreign affairs brought about by the decision of Ruiz Cortines to take a direct 


hand himself. 


Since the revolution in Guatemala, Mexico has insisted on the right of 
giving asylum to refugees regardless of their political affiliations. Mexican 
Ambassador to Guatemala, Primo Villa Michel, admitted to the Mexican Embassy 
some 560 "pro-Cormunist" refugees as well as 10 non-Communists. This action 
brought protests from both Guatemalans and Mexicans, and also charges that 
Ambassador Villa Michel was a "Communist sympathizer." The Mexican Government 
has denied all these charges, and it has steadfastly backed up the Ambassador's 
actions. Mexico announced that any Mexican Embassy in Latin America will grant 
asylum to any political refugee. The issue was brought to the attention of the 
Mexican public just before the death of Frida Kahlo. 


The general strike scheduled for July 12 and organized by the Confederaciér 
de Trabajadores Mexicanos (C.T.M.) was called off after labor leaders met with 
President Ruiz Cortines (H.A.R., VII: 6). Instead, each industry's demands 
were to be considered as a separate dispute, and arbitration was to be used in 
each case to attempt to reach settlement before strike action should be taken. 
Generally this plan was carried out, but numerous small strikes were called. 

It is believed that, if many of the labor groups succeed in obtaining their 
demanded wage increases, the wage-price scale will adjust approximately to the 
pre-devaluation level. Sidney Gruson of the New York Times reported on July 26 
an unconfirmed rumor that there had been a limited but violent attempt to over- 
throw the government during the week the strike was to have taken place. 


President Ruiz Cortines has ordered the establishment of a national 
Production council, in which private enterprise is to be the dominant element. 
By decree, this council will have wide powers to recommend new policies regard- 
ing both domestic and foreign investment, tariffs, credit and private 
Participation in agricultural production that previously has been reserved for 
State agencies. The council will probably report directly to the President. Th 
constitution of 1917 is set up so that the government is party to any agreement 
between business and labor, and allows the government, directly and indirectly, 
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, liberal hand in business and investments. Now, the government has determined 
not to become involved in business except where it is clearly in the public 
interest to intervene. This policy has been adopted in the hope that foreign 
investors would be encouraged to come to Mexico if the government manifested 
its faith in private industry. It is also hoped that this move will encourage 
private Mexican capital into channels that will help to expand industry and 


increase production. 


Mexico's balance of payments in the first four months of this year was 
adverse to the extent of $20.2 million, according to official figures published 
oy the Bank of Mexico. Official comments were: (1) during this period, the 
trade deficit became greater, (2) Mexico's invisible income during those months 
remained steady, amounting to $72.9 million, compared to $74.9 million in 1953, 
(3) the adverse balance with regard to interest payments, dividends, and move- 
ments of capital, from January to April, was reduced by over 50 per cent in 
comparison with 1953. The drop in Mexico's exports in those months was 
attributed to the decline in demand and in prices in foreign markets. The 
increase in Mexican imports was attributed to the country's economic recovery, 
and to the tendency of merchants to build up their stocks against a possible 


emergency. 


Mexico is more hopeful about its economic recovery, since the second half 
of the year is the time for seasonal expansion of Mexico's exports. It is 
expected that record crops of cotton, sugar, coffee, etc., will enable the 
country to restore its seriously depleted official reserves of gold and dollars. 
Exports of over 1 million bales of cotton, valued at $130 million, are expected 
to bring in about 326 million pesos in the form of export duties. The sugar 
crop of 822,368 tons is 22,000 tons over the estimate made last winter. Sugar 
prices went up 18 centavos per kilo. The United States Government will buy 
75,000 flasks of mercury during the next three years at a ceiling price of 


$225 per 76-pound flask. 


The cost of the Falcon Dam has been declared "repaid," despite heavy 
damages and loss of life wrought by the flood waters of the Rio Grande (H.A.R., 
VII: 6). Flood damage was prevented downstream and over 2 million acre-feet 
of water is now stored behind the dam; this will greatly increase the 
productivity of the irrigated lands in the Northeast. 


The campaign to rid the southwestern United States of "wetbacks" shifted 
its focus to Texas (H.A.R., VII: 6). It is estimated that over 150,000 
wetbacks" have been "helped" across the border during the last two months. 
Many of the aliens were able to sign contracts, return to the United States as 
braceros, and continue their activities with a comparatively brief "interrup- 
tion. Meanwhile, representatives of labor on both sides of the border are 
continuing their efforts to terminate the importation of all seasonal labor. 
So far, no acceptable solution has been proposed. 


CENTRAL AMERICA AND PANAMA 
GUATEMALA 
Looking back in proper perspective at the overthrow of the pro-Communist 
government of President Arbenz Guzmén (H.A.R., VII: 6), it is now clear that 


an Ambassador Peurifoy played a decisive role in the events of the last few 
Ours before the truce was finally signed. It is an established fact that 
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Peurifoy actually forced agreement between Colonels Castillo Armas and Monzon 
at the talks in El Salvador. Apparently Castillo Armas and his supporters were 
reluctant at the truce talks to accept the Ambassador's modus vivendi since 

thev feared the agreement was a trap to get the rebel leader to Guatemala 
without his troops and then assassinate him. Peurifoy guaranteed, on behalf of 
the U.S. and in conjunction with the Salvadorean Government (See EL SALVADOR), 
that the agreement would be carried out in full. He also had to guarantee 
specifically the personal safety of Castillo Armas before the latter agreed to 


sign the pact. 


The passage of time has also brought in focus Peurifoy's role during the 
actual revolt. When Colonel Diaz' cover-up government took over from Arbenz 
June 27 (H.A.R., VII: 6), Peurifoy is reported to have said: "Now I'llhave to 
crack down (on this one)."” He then prevented Diaz' proposed organization of 
Communist guerillas in the countryside, and went on to stall for time until 
Diaz, who was growing impatient at the "slow progress" of truce arrangements 
with Castillo Armas, was finally forced out by Colonel Monzon. 


An interesting and important sidelight to the whole story of the U.S.'s 
réle in the Guatemalan revolution is the recent Time magazine report that the 
Iron Curtain weapons supplied to the Arbenz regime two months ago (H.A.R., 
VII: 5) were not "impractical or obsolete," as earlier rumors indicated. If 
this is so, then the U.S. action in preventing shipment of shells from 
Amsterdam last month (H.A.R., VII: 6) may not have been as ill-advised as 


previously thought. 


Looking still further back, it appears that Peurifoy played a major part 
in moulding the U.S. State Department's attitude towards the Arbenz government. 
During the period between Peurifoy's appointment to the Guatemalan post in 
November 1953 and the beginning of the war last month Washington became aware-- 
through Peurifoy's regular reports-- of the existence of a weakness in the 
Arbenz regime. The Central Intelligence Agency learned that Arbenz was 
fundamentally unpopular and would not be backed by his army in the event of an 
anti-Communist revolt. The State Department also appears to have known that 
Castillo Armas was more than just another frustrated and penniless political 
exile. Ina report he sent to Under Secretary of State Walter Bedell Smith 
shortly after his arrival in Guatemala, Peurifoy stated that Arbenz had 
admitted to him that he was a Communist, and said that interrupted Guatemalan 
Government correspondence identified Arbenz' Communist code number as 44, His 
assessment of the situation in Guatemala during the first half of the year was 
surprisingly accurate. As can be seen from the above, Peurifoy is a man of 
action. He is not a career diplomat and is neither profound nor intellectual. 
He was born and raised in South Carolina, from whence he went to Washington 
where he educated himself and eventually got posts in the foreign service. He 
served in Greece during the difficult years when that country was threatened by 
the Communists, and late last year was transferred to Guatemala to deal with a 
somewhat similar situation. An easy-going, courageous, good-humored man, his 
ambition is to run for the U.S. Senate someday. 


When the two anti-Communist leaders returned to Guatemala City July 3, 
Monzon, according to the truce agreement, was head of the provisional junta. 
However, it was clear that Castillo Armas was the popular hero. During the 
first week of the junta's rule the jockeying for a favorable position between 
the supporters of the two leaders increased the tension in the National Palace. 
Monzon then repeated his earlier statement that he was not interested in 
remaining the de facto head of the government. Finally, on July 8, the junta 
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yoted ynanimeusly in favor of Castillo Armas to replace Monz6n as junta chief. 
Immediately after the vote two of the five junta members resigned, being given 
aiplomatic posts, leaving Castillo Armas, his friend Colonel Enrique Oliva, and 
Nonzén as the temporary rulers of the country. The original agreement drawn up 
tis El Salvador had been that Monzon would remain head of the junta for 15 cays, 
after which the junta would choose a permanent chief. Apparently the junta 
felt the best thing was to get the election over with as soon as possible so 
that an atmosphere of security could be reestablished and the junta could 
proceed unhindered to tackle the big joo lying ahead. 


The new three-man junta set out immediately to prosecute Arbenz and his 
Communist colleagues, 306 of whom took refuge in the Mexican Embassy after the 
fall of the cover-up government of Colonel Diaz on June 28. Approximately 467 
more found refuge in the embassies of Argentina and other Latin American 
countries. The leading figures in the Arbenz government were formally charged 
with murders, beatings, and lootings which took place in the last frantic hours 
before the revolution ended. Specific criminal charges were made against 
Arbenz, his Foreign Minister Guillermo Toriello, and former police chiefs 
Rogelio Cruz Wer and Jaime Rosenberg. Arbenz, who has now been officially 
linked with the 1949 assassination of Colonel Francisco Javier Arana, a 
political rival, has been accused, together with several of his aides, of 
looting the Guatemalan treasury of at least $2 million, and is blamed directly 
for the atrocities which were committed during the "reign of terror" 
perpetrated at the end of June when the government's downfall seemed imminent. 
Some reports say that persons executed for political reasons exceeded the 
number of battle fatalities during the actual fighting. The two police chiefs 
mentioned above, who managed to escape to Mexico, are said to be responsible 
for torturing and killing anti-Communists during the Arbenz crackdown before 
the uprising started. By making Arbenz and his friends common criminals 
Castillo Armas hopes to deprive them of the right of asylum and thus put them 
under the jurisdiction of Guatemalan courts. A three-man board was set up July 
31 to try to solve the asylum question, but at the end of July refugees 
remained crammed into 10 embassies in uncomfortable and unhealthful conditions. 
So far only Mexico had requested safe-conducts for the refugees, but permits to 
leave the country are not likely to be granted -- except to women and children-- 
in view of the state of public opinion and in view of Castillo Armas' pressing 
criminal charges. Even if the junta were willing to allow the refugees to 
leave, the problem would remain, since most of the Latin American embassies 
which granted asylum do not want to accept Communists in their countries. The 
latest word is that Castillo Armas has appealed to the diplomatic corps to 
help clear up the situation. A meeting between the foreign diplomats and the 
governing junta to discuss the problem is in the offing. 


After dealing with the problem of the fleeing officials, the new govern- 
ment's first task in Guatemala was clearly to clean out the remaining 
Communists. The junta proceeded with the prosecution of all known Communists 
and fellow-travellers. Arbenz' suspension of civil rights was extended to 
facilitate the job. A special police squad was formed to arrest and 
investigate suspects. Two thousand were jailed in the first two weeks of the 
month. A thorough house-cleaning followed: new governors, mayors, and 
magistrates were named to posts throughout the country; illiterates -- 
approximately 73% of the population -- were disenfranchised; scores of civil 
servants were fired and all the property belonging to 200 Guatemalans » not all 
Arbenz Comminists, was frozen in a combined security and economy drive 
necessitated by the discovery that the Arbenz government had left an empty 
treasury. This law freezing property. was made retroactive to May 15 because 


investigations showed that persons accused of misappropriating government funds 
had transferred their property to third parties when they foresaw a rebel 
victory The anti-Communist drive was intensified later in the month: a 
government decree granted additional powers to the National Defense Board to 
enable it to continue arresting Communists and to permit it to deport foreign 
Communists ; all leftist political parties which had supported Arbenz' coalition 
government were dissolved. On July 19, labor organizations were given three 
months to rid themselves of Communists and elect new boards, and a national 
committee was set up to reorganize the entire Guatemalan labor movement, which 
nad previously been controlled by the Communist element in the Arbenz govern- 
ment. The new labor committee promptly elected as its president Ruben 
Villatoro, a noted anti-Communist union organizer, who had been writing 
articles about Guatemalan labor in the U.S., and enlisted the help of Latin 
American representatives of the A.F.L. and the C.I.0. Finally, on July 21, a 
permanent government committee was organized to stop future Communist 
infiltration in the country. Formation of this committee made the junta's 
anti-Communist stand official and committed Guatemala to the international 
obligations specified in the Rio de Janeiro and Caracas anti-Communist 


declarations. 


The junta's early moves in starting its most important and most difficult 
task, that of reconstructing the political and economic life of the nation on a 
solid base, have not been-as enthusiastically applauded as have its impressive 
anti-Communist measures. After the first week of the new government's life 
there seemed to exist a feeling of disappointment. In his first speech after 
taking over as head of the junta Castillo Armas did little more than attack the 
former regime. His only concrete promise was to give land titles outright to 
peasants who had received land under Arbenz' agrarian reform program. Castillo 
Armas' backers, who had hoped for the immediate presentation of a positive 
rebuilding program, remarked that although the Communists were being dealt with 
there were no signs of anything to take its place. A note of concern was also 
detected in the press. Guatemala City's daily La Hora reminded the government 
that the people would like to hear “less about past events and more about the 
future orientation of the country." When Arbenz' agrarian law was suspended 
and nothing was put in its place, the Guatemalan public and foreign correspond- 
ents alike expressed the fear that it was an indication the junta leader was 
going farther to the right than the reality of the Guatemalan situation called 
for. On July 12, Castillo Armas made a speech regarding land reform and social 
promises and this at least reassured some observers, among them the U.S. 
Government, which recognized the ruling junta the following day. On July 27, a 
temporary agrarian law was announced, presumably to keep critics happy while a 
permanent law was made ready for the new constitution now being prepared. The 
temporary law provides that peasants who received land parcels under the old 
agrarian program will remain in possession until a permanent law is put into 
effect, and sets up an agrarian affairs bureau to handle disputes originating 
in the Arbenz law. Persons affected by the former law have the right to 
request reconsideration of their cases by the new bureau. Where the previous 
law is "deemed to have been violated," the return of the land to its proper 
owner will remain pending until the present peasant owners have harvested their 
crops. The law states,in rather vague terms,that the government "commits itself” 
to open up for agricultural exploitation regions now inaccessible because of 
lack of communications. The government will apparentiy do this because "all 
Guatemalans have the right to receive the land they need to insure economic 
subsistence." 


Castillo Armas' hesitation at plunging immediately into drastic reform is 
pelieved to be largely due to a feeling of unconsolidated power. Proof of this 
iies in the fact that hardly anything of a decisive nature was done until after 
the tension among the junta members was relieved wita the election of Castillo 
ag chief on July 8. Even after that, there remained a feeling of insecurity. 
parts of the regular Army, apparently resenting the fact they were beaten by 
she revel leader's "liberation army" during the war, are said to oppose him. 


Early in July, the U.S. State Department charged the United Fruit Company 
with controlling prices and stifling competition in the banana industry in 
violation of the Sherman Anti-Trust Act. It also charged the company with 
eontrolling most of the railway facilities in Central America, thereby denying 
competitors access to transportation and thus to U.S. markets. The Justice 
Department asked the company to break up its present structure. A trial would 
take months and maybe years to get under way, and it is believed the company 
will "mend its ways" in Central America before the legal wheels start rolling 
in the U.S. Meanwhile, the company appears to be on the road to normalcy in 
Guatemala. In view of the new temporary agrarian iaw the company, which has 
vast holdings in Guatemala, is expected to recover most if not all of the 
200,000 acres of its land expropriated by the Arbenz government last year. 


EL SALVADOR 


Official El Salvador, namely President Osorio, had a front row seat at the 
discussions held between the Guatemalan anti-Communist leaders in the 
Salvadorean capital the first days of the month (H.A.R., VIi: 6). As a result, 
El Salvador was "in on the ground floor" at the talks and very well informed on 
the developments. In fact, it has now been revealed that President Osorio 
played a major part in the talks and was largely responsible, together with U.S. 
Ambassador to Guatemala John Peurifoy, for the ultimate success of the meeting. 
When the talks between Castillo Armas and the head of the provisional Guatemala 
City anti-Communist junta, Colonel Elfego Monzén, bogged down and it began to 
look as if a truce was too much to hope for, it was Osorio who convinced 
Castillo Armas he should stay in El Salvador to give the discussions still 
another try. Castillo Armas had given signs of impatience and was about to 
return to the front in southeastern Guatemala. When Castillo Armas agreed to 
stay Osorio had to keep the two rival leaders in the government palace for a 
few frantic hours until Peurifoy arrived with his plan. 


HONDURAS 


Honduras formally recognized the Castillo Armas government of Guatemala 
July 6, but discussion of the Guatemalan situation and of the Communist threat 
in general has not ended. In one of its recent editorials, Tegucigalpas's 
daily newspaper El Dia warned that the Communist danger in Latin America has 
not ended with the defeat of the Arbenz forces in Guatemala, and called 
attention to the fact that Communists still operate, in Honduras and elsewhere, 
under false fronts. The editorial spoke of the existence of two Communist 
cells in Honduras, but declared that the great majority of Honduran workers 
oppose Communism or are indifferent to it. 


The general strike which started early in May and which crippled the Tela 
Railroad and United Fruit Company operations (H.A.R., VII: 5) came to an end 
on July 12. Through a government mediation commission an agreement which 
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wage increases and fringe benefits to the workers was finally reached. 
isals were taken against the strike leaders. 


granted 
No repr 


An interesting sidelight to the Honduran labor strike is that the Inter- 
national Confederation of Free Trade Unions (I.C.F.T.U.), which includes in its 
ranks most of the world's non-Communist trade unions, has called Communist 
influence in the Honduran strike “negligible™ and has condemned the United 
fruit Company's "unwillingness to compromise” and its imperialist policy in 
Central America. The I.C.F.T.U. recently announced a contribution of $1,000 
to help the United Fruit Company's 25,000 striking workers in Honduras. The 
Confederation pointed out at the same time that the lack of workers' organiza- 
tions and labor legislavion in Honduras were potential inducements for Communist 


initiative in the labor field. 


NICARAGUA 


During July President Somoza directed his activities almost solely against 
President Figueres of Costa Rica, his enemy for five years. Somoza gave an 
early hint that relations with Costa Rica were going to be anything but cordial 
for the next few weeks when, on July 5, he revived the issue of the recent 
abortive assassination attempt against him and his son (H.A.R., VII: 5). Ina 
speech before the Military Club in Managua, he denounced in extremely harsh 
language President Figueres' "conspiracy against peace in Nicaragua," and again 
accused him of sponsoring the assassination attempt. According to the 
Salvadorean radio, "the Nicaraguan dictator divested his speech of every vestige 
of diplomatic reserve and spoke with the resonant eloquence of a Mussolini." 
Somoza, who most critics agree stands in strong contrast to the liberal Costa 
Rican president, has been opposed to Figueres ever since the latter led a 
successful revolution in 1949 against Somoza's friend, former Costa Rican 
president Calderén Guardia. When Calderén Guardia was ousted from Costa Rica 
he took refuge in Nicaragua, where Somoza reputedly helped him organize an 
unsuccessful invasion of Costa Rica. In mid-July a plot by Calderén Guardia's 
followers in Costa Rica to overthrow Figueres was uncovered (See COSTA RICA); 
all indications are that Calderén Guardia, who still lives in Nicaragua, 
received at least moral support from the Nicaraguan president. The plot in 
Costa Rica was quickly quashed by Figueres. Trouble between the two countries 
flared up again July 18 when a group of Calderén's "desperadoes" crossed over 
from Nicaragua into Costa Rica and robbed a bank at a border town. Border 
clashes followed when Costa Rican troops were sent to the frontier to expell 
the invaders, and a Nicaraguan plane which was covering the invaders' retreat 
was fired on by the troops. Somoza then made a display of his recently acquired 
military might by rushing an imposing convoy of tanks and armored cars--receiveé 
from the U.S. under a military pact recently signed between the two countries-- 
to the Costa Rican border "to defend Nicaraguan territory." The U.S. State 
Department, "believing there has been enough activity in Central America 
recently," as one U.S. newspaper put it, took steps to insure that Somoza's 
actions did not go past the comic opera stage. When the Nicaraguan convoy was 
sent to the border, two officers with the U.S. military mission went along. The 
U.S. gave another strong warning to Somoza by sending six unarmed Air Force 
C-47s to Costa Rica on a "goodwill visit." Meanwhile » the diplomatic wrangle 
brought about last May over Somoza's accusation that Costa Rica sponsored an 
attempt against his life is reportedly being handled by El Salvador. Somoza, 
payee is expected to forget about the charges in view of this month's 
ncident. 
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The Nicaraguan merchant marine, a postwar addition to world shipping, 
ig expanding rapidly in an effort to increase trade with the U.S. and 
gurope. In the last few years the fleet has grown to 16 dry cargo ships, 
nost of them chartered foreign tonnage, with an average deadweight of 
4,000 to 5,000 tons. This year the Marina Mercante Nicaraguense, S.A. 
(Mamenic Line), which maintains the country's overseas shipping services, 
will add to its fleet three new medium-sized cargo ships built in Swedish 
and German yards. The vessels, 4,000-ton motorships equipped with up-to-date 
cargo-handling gear and with refrigeration space, will operate between 
Nicaraguan ports and New York. Prior to the formation of the Mamenic Line, 
of which President Somoza is the principal stockholder, import and export 
goods had to move via the Panama Canal Zone, where they had to be transhipped. 
President Somoza is planning a nautical training school so that the fleet, 
presently manned by foreign officers and seamen, can soon be operated exclusive. 
ly by Nicaraguans. The projected school which will have facilities at Corinto, 
on the Pacific Coast, and at Bluefields, on the Caribbean, will train up to 


150 merchant marine officers. 


COSTA RICA 


A revolutionary plot instigated by followers of former President 
Calderon Guardia and supported by President Somoza of Nicaragua was uncovered 
early in July after rumors began spreading in San José that "hostile" planes 
piloted by supporters of Calderén Guardia were about to launch an air attack 
from Nicaragua. Blackouts and other security precautions were taken but the 
announced attack failed to materialize. The conclusion of government officials 
was that the threatenéd attack was a maneuver in a "war of nerves" being 
waged against the Figueres government by supporters of Calderén. Later in 
the month the activities of the "Calderonistas” took on a tinge of reality 
when a band of would-be rebels crossed into Costa Rica from Nicaragua and 
robbed a bank at the town of Sarapiqui. In the minor border clashes which 
followed when Costa Rican troops were sent to expell the invaders, a 
Nicaraguan plane which appeared "mysteriously" at the scene was fired on by 
the troops. This action apparently justified an unnecessary display of might 
by Nicaraguan President Somoza, who "feared a violation of Nicaraguan terri- 
tory". There appears to have been no real cause for alarm. The U.S. sent 
obervers to accompany Somoza's armed convoy (See NICARAGUA), and gave 
assurances to Costa Rica that the Nicaraguan troop movement was a "purely 
routine military maneuver". President Figueres, in a press statement issued 
late in the month, declared that President Somoza's moves had been motivated 
by political aims (See NICARAGUA), and that there was no danger of war be- 
tween the two countries. 


One good reason for the Costa Rican Government's confident attitude with 
regard to Somoza's actions is the recent announcement that Costa Rica will 
receive a large shipment of arms from the U.S. which would counterbalance 
Nicaragua's recently acquired military power. The Costa Rican arms » mostly 
infantry weapons, will go to Costa Rica in U.S. bombers, and will be accompan- 
ied by technical personnel who will train the Costa Rican civil guard in 
using the equipment. Unlike Nicaragua, Costa Rica does not have a military 
pact with the U.S. The weapons will therefore be paid for by the Costa Rican 
Government under the so-called "reimbursable" provisions of the law. 
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U.S. labor leaders have called the Nicaragua-Costa Rica incident to the 
attention of U.S. labor. Spurred by the suggestion of the A.?.L.'s 
airector of Latin American affairs that some sort of declaration be issued 
py U.S. labor generally, the C.I.0., the A.F.L., and the United Mine Workers 
of America are preparing a joint statement deploring the military threats of 
comoza against Costa Rica. According to the sponsors of the labor statement, 
the U.S. is "seriously concered" not only because the Costa Rican trade-union 
movement is regarded as the only true democratic labor movement in Central 
America, but because "the government of Costa Rica is a democracy and the 
threat is to it as a whole as well as to the institutions that flourish 


under it." 


PANAMA 


The Fifth Inter-American Travel Congress ended in Panama late in June 
after adopting a proposal, submitted by the U.S. delegation, to establish a 
permanent Inter-American Travel Commission. The Organization of American 
States must approve this measure before it becomes effective. If and when it 
does, five nations will sit on a permanent commission to carry on the work 
between the sessions of the congress, which will be held every two years. 

The commission will work in four fields: research and organization, elimina- 
tion of obstructions to tourist travel, tourist plant anc equipment, and 
development of tourist traffic. The nations which served as host for the 
first congress -- the U.S., Mexico, Argentina and Peru, plus Costa Rica, which 
will host the next Congress in 1956 -- will constitute the commission in its 


first term. 


During the third quarter of the fiscal year 1954, direct purchases made 
by the Panama Canal Company from local supply sources amounted to $604,364. 
This total, which is exclusive of purchases made by the armed forces or other 
U.S. Government agencies, represents a slight increase over the amount purch- 
ased during the second quarter. The items which headed the list in dollar 
value were beef, sugar, cement, fresh fruit and vegetables, and beverages. 
Beef purchases totaled $135 464, followed by sugar at $123,662. 


A long-term plan for conversion of the Panamanian power system to 
60-cycle current is under consideration. According to an announcement made 
by the Panama Canal Company, some of the major steps in the conversion project 
will be taken during the coming months. These include awards of contracts for 
more than $2 million worth of equipment and expenditure of approximately 
$400,000 in the construction of a new sub-station. 


A total of 689 ocean-going commercial ships and 30 U.S. government ships 
passed through the Canal during May. The daily average number of ocean-going 
vessels was 23.19, about two less than in May 1953. Tolls collected and toll 
credits amounted to $3,021,000. 


Four workmen were injured when lightning touched off five small charges 
7 Wg ae set in place along the Canal's damaged Gaillard cut 
VIIs 5). 


CARIBBEAN REPUBLICS AND PUERTO RICO 
CUBA 


General Batista annovnced officially on July 10 that he would be a 
candidate for President of Cuba in the November elections. This long- 
anticipated move was interpreted as tie beginning of active campaigning 
which, under Cuban law, would mean that Batista would soon have to name 
an interim successor who would serve until the inauguration of the newly 
elected President. Speculation regarding the choice of the interim 
President centered on Foreign Minister Migual Angel Campa and other cabinet 
members, but, at the end of the month, no one had been named. A cabinet 
reorganization was also expected as several members were planning to relin- 
quish their poste in order to campaign for electoral posts. Rafael Gris 
Inclan, Minister of Communications, had been personally selected by Batista 
to be his running mate for Vice-President. 


Although Batista was being called the unanimous choice of a coalition 
group composed of the Accién Progresista, Liberal, Demécrata, and Union 
Radical parties, all these parties were dominated by the government. The 
opposition parties are the Auténticos and the Ortodoxos, both of which have 
suffered recently from serious internal dissensions ostensibly based on 
whether or not to participate in elections which they assert will be 
controlled by the dictator. The paralysis of these opposition parties has 
been augmented by the personal rivalries of their leaders. In fact, when 
Carlos Marquez Sterling announced that he would lead his faction of the 
Ortodoxos against Batista, abstentionist elements of the party twice attempted 
to take Marquez Sterling's life; the final result was that the leaders voted 
to disband the party. Roberto Agramonte, another Ortodoxo, got newspaper 
headlines for several days when he made a trip to Mexico to challenge exiled 
Aureliano Sdénchez Arango (H.A.R., VII: 5,6) to a duel. Agramonte claimed 
that Sénchez Arango had defamed the memory of the late Eddy Chibas, an 
Ortodoxo presidential candidate who shot himself while broadcasting a few 
years ago. In an interview in Panama, Sdnchez Arango had characterized Chibds' 
exploit as a mere publicity stunt, although Chibdés died a few days later from 
his wounds. When Mexican authorities announced that they would stop the duel, 
Agramonte returned to Cuba without seeing Sanchez Arango. 


_ The Auténticos had split up in April (H.A.R., VII: 4), but ex-President 
Ramon Grau San Martin, who had been the first presidential candidate in the 
field, continued to head his own branch of the party. The possibilities of 
this faction seemed destined to improve as the time drew near for the election 
as Bi was one of the few organized groups around which the opposition could 
rally. 


Santiago was again the scene of a minor skirmish when a small group of 
armed men tried to take a military installation on the night of July 14. They 
were repulsed without loss of life. The Moncada Barracks in Santiago had 
been the scene of an abortive uprising in July 1953 (H.A.R., VI: 7). 


Final sugar production figures for 1954 were announced in July after 
all mills had shut down except one which was still producing invert molasses. 
Sugar tonnage was 4,746,156 long tons; blackstrap molasses totalled 
236,723,158 gallons and invert molasses was expected to reach about 130 
million gallons. 
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Cuban sugar continued to be offered on the world market at less than the 
ninimum of 3.25¢ per pound set by the International Sugar Conference, but 
little was being sold. In London, the reopening of the sugar futures market 
was expected in the fall for the first time since the beginning of World War II 
England recently announced the removal of restrictions on sugar buying which 
yould probably mean that purchases would be made in dollar areas like Cuba to 


be resold for other currencies. 


Approval of the 1954-55 budget in the amount of approximately $311.4 
million was announced in July. This exceeds the budget of the previous year 
py about $1.6 million. Government revenues for the 11 months preceding 
May 31 of this year were reported at $249.3 million. 


Gustavo Pellén, head of the Consolidated Railroads of Cuba, recently 
placed an order with the Electro-Motive Division of General Motors for 
51 diesel-electric locomotives. This order valued at $7 million was the 
largest export order ever received by the company and when delivered will make 
the Cuban road the first in Latin America to be completely dieselized. 
Deliveries will begin in November and will continue until the middle of 


next year. 


A 30-year concession has been granted the Tunnel Development Company of 
Havana to build a tunnel under Havana Bay to open up large tracts of 
residential and beach areas. The project will be financed by toll charges 
and the company has been granted four years in which to complete the project. 


Another large public works project which is being considered by a 
government commission appointed by President Batista is that of a cross- 
island canal to connect Cardenas Bay on the north coast with Cochinos Bay 
on the south coast. The total length of the canal would be about 50 miles. 


HAITI 


The two chief political figures of the Island of Hispaniola continued 
their good will tours in July (H.A.R., VII: 6), President Magloire of Haiti 
traveling in the Caribbean area and Generalissimo Trujillo in the Mediterranean. 
President Magloire and suite were entertained in Caracas by President Marcos 
Pérez Jiménez and in Bogota by President Rojas Pinilla. The four-day visit in 
Colombia also included festivities in Cartagena. 


According to the June 14 issue of Foreign Commerce Weekly, the Reynolds 
Mining Company has found that its Haitian bauxite deposits now being exploited 
contain an exceptionally high percentage of aluminum. If necessary, it is 
estimated that production could be stepped up to yield 15 million tons of ore 
per year. Another company has discovered commercially exploitable deposits of 
marble and onyx. 


Air transportation to and from Haiti shows a steady increase. Pan 
American World Airways reports traffic in and out of the country for 1953 as 
compared with 1952 as follows: passengers carried in 1953, 36,429; 1952 ‘ 
34,952; cargo carried in 1953, 967,379; in 1952, 759,281. Delta-Chicago and 
Southern Airlines increased regular service to a daily flight instead of three 
Ha weekly, while K.L.M., the Royal Dutch Airline, was also increasing its 
service, 


The Heitian-American Association of New York, an organization interested 
omotion of good relations between the United States and Haiti, 

ed its fourth anniversary. The Association is composed 
nainly of corporations and individuals who are concerned with the business 
ana economic affairs of Haiti. The present list of 104 members includes 
panks, Oil companies, engineering and construction firms, shipping companies, 
ana merchants in both countries. Frederick E. Hasler and Douglas Bradford 
were reelected as president and executive secretary of the organization. 


in the pr 
recently celebrat 


DOMINICAN REPUBLIC 


Generalissimo Rafael Leonidas Trujillo Molina, ex-President and 
aictator of the Dominican Republic, remained in the Mediterranean area 
juring July (H.A.R., VII: 6). He visited Valencia about the middle of the 
month, cruising in the nearby Spanish coastal waters from time to time in his 
yacht. He seemed much pleased with the reception accorded him by Spanish 


governmental officials. 


A group of Mexical oil technicians are now exploring the Azta region of 
the Dominican Republic. Hired by the government under the provisions of a 
half-million-peso contract, they hoped that a location would be found where 


drilling operations car begin. 


Stone and Webster, the engineering corporation of Boston, is installing 
a new 12,000-kilowatt generator for the Santo Domingo Electric Company in 
Trujillo City. The new plant will double the capacity of the entire country 
which has grown from about 40 million kilowatt hours per year in 1948 to 
100 million kilowatt hours in 1954. The new $2.25 million in- 
vestment was made necessary by the continued growth of the city. Since 1941 
both capital invested and the number of industries have doubled while the number 
of new homes built in the residential area has increased its size by one third. 


During the July.shipping strike in nearby Puerto Rico, the Dominican 
Republic Aviation Company transported 100,000 pounds of emergency food 
supplies to that island by air, especially Dominican coffee. When the strike 
ended, some of the first ships to be unloaded were schooners loaded with 


Dominican maize. 


In cooperation with Dr. S.Y¥. Lin of the Food and Agriculture Organization 
of the U.S., tae Dominican Government has been experimenting with increasing 
the supply of fresh water fish in the country, particularly in those areas 
where rice is grown from irrigation water stored in ponds, lakes, and behind 
dams. Salt water fishing is also being encouraged especially on the historic 
Island of Beata where the Dominican navy has set up an experimental fishery. 
Some 60 varieties of fish and shellfish suitable for the local market have 
been taken there. At present, some 6,000 tons of fish are imported annually. 


Personnel attached to the Dominican Republic diplomatic posts have been 
much in the news in the last few months. In addition to the much publicized 
marital exploits of Porfirio Rubirosa who was attached to the Paris Embassy, 
London was surprised on July 11 when a gunfight broke out at dinner in the 
Dominican Embassy there. First Secretary Luis Bernardino was killed and Air 
Attaché Captain Octavio de la Maza wounded in the still unexplained shooting. 
Diplomatic immunity had not been waived so that Scotland Yard was not 
Participating to bring justice in the affair. 
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PUERTO RICO 


Puerto Rican ocean shipping was completely paralyzed by a stevedores' 
strike which started at the end of June and lasted throughout most of July. 
The effects of the strike were dramatically progressive and cumulative: the 
longer the strike lasted, the greater the number of industries which had to 
close down for lack of mainland supplies; finally, only those which could be 


supplied by the trickle of material that came by air were still operating. 


In addition, an acute shortage of food developed; paradoxically, Puerto Rico, 
with an agricultural economy, imports some 50% of its food supply. 


As the strike continued with little hope of settlement, it became 
evident that the only action which could alleviate the tense and potentially 
explosive situation was that of direct governmental intervention. Although 
both the shippers and the strikers were opposed, Governor Munoz Marin 
called the Legislature into special session. He successfully sponsored and 
got enacted emergency legislation which authorized the seizing of the docks 
and declared strikes on these government-held piers to be illegal. Work was 
to be resumed for the government while strike negotiations continued. When 
the law went into effect on July 29, and the strikers agreed to work under its 
provisions, the crippling effect of the strike was over. It has lasted 35 
days, put about 68,000 workers out of their jobs, and cost an estimated 


$5 million in lost wages. 


The strike involved complex extraneous issues in addition to the simple 
demand for a 25¢ hourly wage increase. In fact » there seemed to be early 
agreement on the wage controversy by which a 154 hourly wage increase was to go 
into effect for the rest of this year to be followed by an additional 10¢ per 
hour increase next year. However, the jurisdictional fight between the 
International Longshoremen's Association (I.L.A.) and the American Federation 
of Labor (A.F.L.) dock workers unions was also an issue. In Puerto Rico, the 
A.F.L. had won out in the feud for bargaining rights (H.A.R., VI: 12) and it 
was trying to prove that it could out-bargain the I.L.A., but four of the 
principal steamship companies concerned also served New York and ports where 
the I.L.A. was dominant. Any concessions granted to rival unions were bound 
to start demands elsewhere, although mainland stevedores already enjoyed wages 
of $2.28 per hour as compared to $1.23 per hour for the same type of work in 
Puerto Rico. This differential in wages was itself an issue in the strike. 
The further use of mechanical loaders for sugar which reduced human labor 
units from 29 to 5 in an economy plagued with unemployment, together with 
certain retroactive demands, added to the difficulties of settlement. In 
spite of the complications, the government was optimistic that all issues 
would be negotiated satisfactorily within a short time so that the piers could 
be returned to their regular operators. 


The four Puerto Rican terrorists responsible for the shooting affray 
in the U.S. House of Representatives on March 1 and who were found guilty 
in their trial which was concluded on June 17 (H.A.R., VII: 6), were 
sentenced on July 8 in the Federal District Court in Washington, D.C. The 
three men, Rafael Cancel Miranda, Andrés Figueroa Cordero, and Irving Flores 
Rodriguez, received terms of from 25 to 75 years each, while Mrs. Lolita 
Lebron was to serve 16-50 years. Each received the maximum sentence under the 
= Mrs. Lebrén's term being less because intent to kill was not proved in 
er case. 
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Financing was completed on July 8 for a $24.5 million oil refinery, the 
largest single enterprise yet to be attracted to Puerto Rico under its tax 
exemption and industrialization program. The plant was to be the property of 
the Commonwealth Oil Refining Company, Inc., a newly organized corporation 
supported by six U.S. and Puerto Rican banks under the leadership of the 
First Boston Corporation. The refinery was to be located at Guayanilla Bay 
about 15 miles west of Ponce on the island's southern shore. Long term 
contracts for supplies of oil and for marketing arrangements have already been 
signed with major cil companies. The Lummus Company which is in charge of 
puilding operations expects to have all installations ready for production by 


the end of 1955. 


Total income collected by the Puerto Rican government for the fiscal 
year which has just ended amounted to $126.7 million, up about $4 million 
over last year. Principal sources were: excise taxes, $47.8 million; rum 
taxes, $34 million; and income taxes, $33.4 million. Governor Munoz Marin 
recently signed the new income tax law which includes the withholding feature 
for the first time. Puerto Ricans do not pay the U.S. federal income tax. 


The Governor also signed a bill to provide a new bond issue in the 
amount of $21 million which will include the following allotments: 
roads, $7.5 million; sewers and sanitary facilities, $3.4 million; public 
works, $2.5 million; and education $1.6 million. 


The 1954 sugar harvest figures to June 12 were 1,130,112 short tons, 
slightly in excess of 1953 at the same time. Only about 50,000 tons more 
would fill the quota when this year's operations would cease. Reports were 
that the quota for the tobacco crop had been exceeded by about 40,000 
tons. The Department of Agriculture was expected to take steps to keep this 


surplus off the market. 


GRAN COLOMBIA 


VENEZUELA 


From June 29 to July 6, Venezuela celebrated National Week. July 5 
marked the anniversary of Venezuela's 143rd year of independence; in Caracas, 
the Independence Day celebration was featured by a military parade accompanied 
by workers and students; it was also the occasion of a state visit by the 
President of Haiti, Paul Magloire. 


On July 11, the 6th Pan American Highway Congress convened at the 
University City in Caracas. In attendance were 250 representatives, among 
whom were engineers, road-builders, representatives of automobile clubs » and 
top public works officials » representing all of the Latin American countries. 
High on the agenda was the subject of the completion of the Pan-American 
Highway, which, starting in Alaska, at present extends through Canada, the 
United States, Mexico » parts of Central America, and down the West Coast of 
South America to Argentina. Substantial sections of the 16 ,000-mile route 
have been completed; however, there are still many gaps to be filled in before 
the highway can be considered completed. Perhaps the most difficult stretch of 
this international highway is the Darien Peninsula of Panama, bordering Colombia. 


Venezuela's Minister of Public Works, Julio Bacalao Lara, was elected 

oresident of this year's sessions of the Highway Conference. The congress 
ail arranged in five general sections: road planning end technical advances; 
sighway construction and conservation; legislation, financing, and adminis- 
tration; road operations and safety; and international highway subjects. 
smerican menufacturers presented an extensive display of road building and 

waintenance ecuipmert on the grounds adjacent to conference meeting places. 
che President of Venezuele, Marcos Pérez Jiménez, was avarded the annual 
Pan-American Highway prise "As the Chief of State who has contributed most to 
the Pan-American road project." Side trips for the delegates were made to 
sections of Venezuela's Pan-American Highway, new bridges, and the autopista 

B .ctween La Guaira and Caracas. Traffic on this speedway continues to increase, 
and the daily toll averege is reported to be 23,000 bolfvares ($7,500), with 
indications that this expensive highway will be amortized in about 10 years. 


Prior to the conference, Venezuela announced two major highway projects. 
Qne will be a 100-kilometer (62 miles) highway connecting El Pao (State of 
coiedes) to Los Dos Caminos (State of Guérico); it is expected to cost 14 
sillion bolfvares (¢4.7 million) and is scheduled to be completed in two years. 
The cther is a 2CO-kilometer (124 miles) section between Agua Viva, (State of 
Trujillo) and a link of the Pan-American Highway through the State of Tachira 
yhich will cost 34 million bolfvares ($11 million) and is to be completed in 


18 months. 


The Federal District and city of Caracas authorities have announced that 
2 300-bed maternity hospital is to be erected in the Bello Monte section of 
Caracas, to be known as the "Maternidad del Este." Health Minister Gutiérrez 
Alfaro also made it known that a new children's hospital is to be built in the 


San Bernardino section of Caracas. 


The first gas-turbine generators to be installed in Venezuela have been 
received by the Mene Grande Oil Company, and are in the process of installation 
at the company's West Guara power plant. The three 5,000 kw. turbine- 
generators, built by Westinghouse, will use as fuel natural gas, which is 
available in abundance in the area. Power from the turbines will be trans- 
mitted over a 40-mile loop to be utilized by the numerous camps of the oil 


company . 


An ultra-modern theatre is nearing completion on the Plaza Bolfvar in 
Caracas. The theatre is being equipped with modern American and European stage 
equipment, including screens for all types of modern motion picture projection. 
The theatre will be used for both stage and screen presentations. 


The increased output of local cigarettes reduced by a million pounds the 
quantity of American cigarette imports into Venezuela during 1953. Some 
31,000 pounds of American unsalted butter were sold by the United States 
Commodity Credit Corporation to importers in Venezuela. This large sale was 
accomplished only by pooling the butter import licenses, as no individual license 
is issued by the Venezuelan Government for more than 5 ,000 pounds of butter. 
Despite the Ministry of Agriculture's efforts to regulate imports of baby chicks 
trom the U.S. (H.A.R., VII: 5), 3 million baby chicks were imported in a 
Period from January through April this year » &@ number which exceeds last 
year's figures by 300,000. The price of dressed chicken in Caracas is 80¢; 
live birds are 60¢ a pound. 


Preliminary plans are being discussed for the developing of a national 
aluninum industry near the projected Caroni{ River power plant; bauxite ore is 
said to be abundant in that area. Boatloads of iron ore from Puerto Ordaz are 
now leaving daily for the United States Steel Corporation plants in 
pennsylvania. Nearly 600,000 tons were shipped from January 1 to June 23, 
1954. The company's quota for 1954 is 3 million tons. Shipments are now also 
being made to Boston, and some ore has been shipped to Europe. 


To prevent the flooding of valuable timber and agricultural land in the 
Tyrén farming center (in the state of Portuguesa), the Minister of Agriculture 
announced the completion of a canal which will divert the excess waters of the 
Acarigua into the Portuguesa River. To have this canal ready for the rainy 
season it was necessary to build it in the record time of 74 days, no mean 
feat, since it is 22 miles long, 175 feet wide at the top and 95 feet wide at 


the bottom. 


COLOMBIA 


Coffee (which makes the politician wise, 

And see through all things with his half-shut eyes) 
Sent up in vapors to the contenders’ brains 

New strategems political control to gain. 


Such, with apologies to Alexander Pope, might be the theme for events 
that transpired in Bogota during July. Although Colombia is the world's second 
exporter of coffee, quantities sufficient to inspire the politicians seemed 
to be on hand locally in spite of the current record prices. At any rate, 
political maneuvering began in earnest as the possibility loomed that the 
government would convene the constituent assembly before August 7. That date 
marks the end of the presidential term which Laureano Gémez would have com- 
pleted had General Rojas Pinilla not replaced him. Furthermore, a revision of 
the constitution seemed in order to aliow the immediate re-election of the 
present President. Fulfilling expectations was a decree which set July 28 as 
the date upon which the assembly would consider business which the government 


deemed worthy of submission. 


In his keynote message to the overwhelmingly Conservative gathering, 
President Rojas Pinilla urged that it enlarge the representation of the parties . 
and that it admit armed forces and clerical delegates. The General asked the 
assembly to outlaw political parties which, "like Communism," are directed 
from abroad. He sought expedition of judicial reform, female suffrage » and 
the designation of interim groups which would replace departmental assemblies 
and municipal councils. (According to the act which formed the constituent 
group, the assembly was not to assume legislative functions.) The President 
spoke of his desire to be able to retire from public life while still enjoying 
the respect of his countrymen. The armed forces, he said, will retire from the 
government when the values of Colombian democratic life have been firmly restored; 
furthermore » normal democratic processes, and thorough constitutional reform 
cotanane eae until public order and a broader base of representation had been 

shed. 


The speech, officially at least, settled an issue which had produced a 
cl vieta among the Conservative ospinista delegates to the assembly. The 
‘lowers of Ospina Pérez, though they formed a clear majority among the 62 


initial congress eligibles, had parted on the question of degree of support 
for Rojas Pinilla's policies. The minor faction (15 delegates) desired 
immediate discussion of constitutional reform (the reason for first calling 
the assembly during the reign of Laureano Gomez). The majority faction 

(25 delegates) prefers to wait for two of three years before taking up the 
complete task. The minority faction proposed the election of a civilian 
vice-president or designado; and some delegates took the view that the 
assembly should become the supreme authority in Colombia. The decree of 
convocation and Presidential message left little doubt as to where authority 


lay. The General's views on having a vice-president were not mentioned in 


his message, which was illuminating. His distaste for such had been made 
abundantly clear in the numerous conferences which he and his ministers had 
nelad with Conservative assembly delegates in the week or two prior to July 28. 


The President's suggestion that the assembly enlarge its membership, 
though a gesture which should earn him good-will, could not have been warmly 
received by all of the ospinistas. It is said that prior to convocation, the 
Conservative majority group opposed admission of the unrepresented alzatistas 
(followers of Alzate Avendanio) and also of more than the initial 13 Liberal 
eligibles for fear that these minorities would join forces against them with 
attending laureanista Conservatives (followers of Laureano Gomez). Among 
the questions which this alleged fear of opposition raises is whether the 
ospinistas are in a policy-influencing position or merely form just another 


segment of the present military administration. 


The laureanistas, who numbered certainly six (distinguished by protocol- 
breaking red ties and gaudy suits) and potentially more among the Conservative 
delegates, regard the present government as non-Conservative. Their feeling is 
that the ospinistas and alzatistas lost their claim to being Conservatives when 
they authored the "military adventure” of June 13, 1953; and that these turn- 
coats are now as far from power as are the laureanistas. If he could have his 
way, exiled Laureano Gémez probably would read the other groups out of the 


Conservative party. 


The wily former President arrived at Caracas unexpectedly on July 28 with 
his son Alvaro Gémez Hurtado. The Gomez' flight from Europe to Bogota had 
been interrupted by Air France at the request of the Colombian Government. 
Although the travelers spoke of a preference for detention in Colombia, they 
expected to go either to Ecuador or Panama. Technically, as a former President, 
laureano Gémez will be entitled to a seat in the constituent assembiy as of 
August 8. His son is a bona fide, though uninstalled, Conservative delegate. 
Both men would dearly like to defend their views at the meetings; perhaps they 
would like to lead the Conservative-Liberal pro-civilian government movement 
which Gémez Hurtado says will take power in Colombia soon. It may be noted, in 
connection with the Caracas landing, that three Conservative delegates had 
petitioned the government for the admission of Gémez Hurtado into Colombia. 
It may be further noted that the Colombian press and radio said nothing of 
the Caracas visitors, but that the news was general knowledge in short order. 


It is understood that, in the eyes of some delegates, the Conservative 
who is most likely to succeed in winning the government over to a policy of 
restoring Conservative control is Pabén Ninez. The strength of the nascent 
faction behind the Minister of Government is unknown. 
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The Liberal Party asked the government for a number of concessions in 
the fortnight prior to July 28. The party's national committee asked the 
president to raise the state of siege which has been operative since 
November 9, 1949, and also expressed unhappiness over being excluded from 
the pre-assembly consultations which the administration had with Conservative 
delegates. The Liberals wanted the President to permit them equal represent- 
ation with the Conservatives in the constituent assembly, a status which 
the latter would find unsatisfactory, since the Liberals would then have a 
practical majority. As it is, of the 13 Liberals authorized to participate | 
initially, only six appeared at the inaugural meeting. Perhaps more Liberals 
will participate in the August 3 assembly session which is slated to select a 
presideut of Colombia. A committee of Conservative delegates, in keeping 
with Rojas Pinilla's suggestion, has recommended that the government name 
00 Liberal delegates. This would raise to 33 the Liberal representation. It 
was recommended also that the Conservative strength be expanded from 49 to 59. 


The committee which enlarged the delegations of both parties likewise 
proposed that the army and clergy be represented by two delegates each. Up 
until the end of July it was not known if the armed forces would respond. 
Concerning the church representation, it is understood that Cardinal Crisanto 
Luque is opposed to direct involvement. Presumably this is no surprise to the 
government and politicians, since the Cardinal had at least one conference 


with Rojas Pinilla before July 28. 


After a number of consultations among themselves, the officials of the 
national student federation decided to postpone their August 7 organizational 
conference (H.A.R., VII: 6). The decision, made early in July, reflected the 
moderating influence exercised by Abel Naranjo Villegas. However, the popular 
law dean who took over the job of establishing normality at the National 
University appears to have given too much in bargaining with the students when 
he announced that upper classmen in law and medicine could resume classes on 
July 19. As interim university president, he had ordered reopening of the 
classrooms on his own initiative, a decision which cost him his job (July 12), 
in spite of the fact that he had spent two fruitless weeks seeking out Rojas 
Pinilla and Minister of Education Henao Henao for advice. The firing of Naranjc 
Villegas met with considerable dissatisfaction on the part of students and 
faculty. Humiliating to the academic people was the appointment of Colonel 
Manuel Agudelo to the job of bringing order to the university. The Colonel, 
who has had adademic experience in the army, is the first soldier ever to head 
the National University. According to Rojas Pinilla, the officer was to cleanse 
student ranks of the professionally subversive elements which sow seeds of 
factional strife and disorder (H.A.R., ViI: 6). Students stoutly maintain that 
they were unified and untainted politically; El Siglo regards them as nothing 
more than tools of La Prensa and the Liberal party. 


While the government had planned to reopen the university on August 10, 
Colonel Agudelo had decided that the July 19 date would stand for all classes 
save those in dentistry. Before long, the event had been indefinitely post- 
poned. In the understatement of the month, Rojas Pinilla said that the step 
was deemed advisable. Thirty-six professors of the law faculty had resigned; 
the students had declared a strike ( July 15); other university student bodies 
had gone out on sympathy strikes; the National University faculty had asked 
the President to submit a list of acceptable candidates from whom they might 
select a replacement for the Colonel. The tensions eased noticeably on 
July 21 when, during a conference with student leaders, the President accepted 
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student declarations of non-political affiliations. He also promised opening 
of the university on August 10 under a civilian president. Nevertheless, 
gojas Pinilla has gone on record for removal of some professors, for de- 
emphasis of extra-campus politics and clashes, and for an enlargement and 


modernization of university facilities. 


General Rojas Pinilla has been quoted as saying how deeply regrettable 
it is that, in their effort to preserve public order, certain army personnel 
felt impelled to resort to the use of arms on June 8 and 9 (H.A.R., VII: 6). 
The investigation of the student-armed forces incidents of last month 
apparently had gone off smoothly and objectively until mid-July. The uniformed 
men who fired had been identified, and available information suggests that 
accident and impulsiveness were involved. Complicating the investigations, 
however, was the protest-resignation of Supreme Court Justice and chief- 
investigator Carlos Arango Vélez. He regarded the firing of Naranjo Villegas 
and the appointment of Colonel Agudelo as an obstacle in the pursuit of inform- 
ation that would help settle the June affair. As a replacement for investigat- 
or Arango Vélez the Supreme Court has proposed the lawyer and penal code 


authority Jorge Gutiérrez Gémez. 


On the brighter side of Colombian life have been the national athletic 
games in Cali, the grand opening of Sears' Bogota store, and the release of 
about 2,650 political prisoners. The first normalizing diplomatic step taken 
since the Haya de la Torre affair was recorded at the Peruvian Embassy in 
Bogota on July 2. Two diplomats were added to the staff. (Later in the month 
the Colombian Embassy in Lima resumed the traditional social and official 
life which had been interrupted five years ago.) Adding their particular 
varieties of charm to the national scene in July were visitors President 
Magloire of Haiti, the U.N.'s Benjamin Cohen, and one-time Miss Universe 


Cristina Martell. 


Another figure which prompted favorable response among Colombians 
during July was the released tally of the 1951 population census, 11.5 
million, and the computed total of 12,093,550 for mid-1954. Cognizance was 
taken, but with no major concern, of the 50% illiteracy rate and of the fact 
that 21,000 teachers are educating only 800,000 of the 3 million children 
between the ages of 7 and 14. Grim statistics, too, were forthcoming from 
another source during the month. A series of seven landslides near Medellin 
and two in Corinto (Antioquia) took the lives of 126 people, injured over 100 " 
and entombed an estimated 150 or so. The casualty toll was particulary high 
because the later slides trapped rescue workers and spectators who had 
swarmed to the scenes of damage. The tragedy near Medellin seemed particularly 
unfortunate, since a competent geologist had prescribed preventive measures 


in 1935. 


The country remains prosperous, a fact which aids the present regime in 
maintaining its following. An increasingly favorable exchange balance, based 
largely on coffee sales, is expected to reach $150 million by the end of the 
year. That the exchange trend is so bright has alarmed the government's 
economists. Concern is voiced that the cost of living, steadily rising since 
September 1953 » will turn into runaway inflation. The government has called in 
Prominent Liberal and Conservative economists for consultations and, without 
eliciting much enthusiasm from them, has decided upon increased levies on 
coffee exports. In another effort to siphon money out of circulation, the 
Bank of Colombia has ordered other banks to increase substantially the 


proportion of cash to be kept on hand out of post-July-7 deposits. Neither of 
the measures seem to be appreciated by the coffee growers, merchants, or 
vankers. El Tiempo is critical of controls. Some opposition, like that of 
sizate Avendano's Diario de Colombia, is thought to be political opportunism. 
whatever the reason, the administration has taken the view that protection of 


the low income group is to its own interest. 


ECUADOR 


The six soldiers who had been held by Peru in the border dispute with 
Scuador were repatriated on July 9. No further border incidents between the 


two nations have been reported. 


Sheldon T. Mills, a career diplomat of 25 years experience, has been 
named U.S. Ambassador to Ecuador. Julio Casas Araujo and Héctor Inchaustegui 
Cabral have presented their credentials in Quito as Ambassadors from Uruguay 
and the Dominican Republic. Dr. Juan Sevilla has been named new Minister of 
the Treasury to succeed Dr. Wilson Vela who has been appointed Ecuadorean 
Ambassador to the Dominican Republic. The President has accepted the resigna- 
tion of José Martinez Cobo, Minister of Education, and Jorge 0. Quirola, 
Under Secretary of Education. Dr. Alberto Cordero Tamariz will take over the 
Ministry of Education. It is reported that these two resigning officials have 
recently had differences with the Minister of the Interior over the right of 


teachers to engage in political activities. 


The government has convoked the national congress to meet in ordinary 
session on August 10. The session is to last 60 days in accordance with the 
terms of the constitution. On July 10, members of Ecuador's Congress acquired 


parliamentary immunity as authorized by the constitution. 


Gonzalo Maldonado Jarrin, former president of the Confederation of 
Workers of Ecuador (C.T.E.) and prominent leader of the Socialist Party, has 
been deposed by Dr. Emilio Gangotena. Maldonado complains that Gangotena has 
strong connections with pro-Peronistas and is helping them to win elections in 
local labor organizations. Maldonado also reports that the Communists have taken 
advantage of the confusion created in the Socialist ranks and have gained 


important positions in many labor unions. 


Ecuador's international monetary reserve, including gold and contributions 
to the International Monetary Fund, rose from $27.75 million to $30.03 million 
in May. This increase reflects a pickup in exports of Ecuador's principal cash 
crops, especially coffee, cacao, and rice, shipments of which had been delayed 
by weather conditions and other factors. Complete export statistics since 
April are not yet available, but judging from export permits, exports of bananas, 
cacao, coffee, and rice through May are well ahead of exports of these products 
for the same period of 1953. The year's exports of cacao and coffee are just 
beginning. If predictions are borne out, Ecuador will have the highest export 
year in its history. However, imports will probably be maintained at a high 
level also. The expected expansion in export trade indicates improvement in 
Ecuador's balance-of-payments position. The balance for the year, however, is 
Subject to the influence of many uncertainties, such as the unknown extent of 
the government's armaments purchases or commitments abroad. 


p The cost-of-living index showed a slight decline for the second consecutive 
nth. The Minister of Economy's general index for middle-class families stood 
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st 110.16, compared with 110.62 for April and 103.87 for last October. The 
index is based on 100 for the period from August 1950 to July 1951. A similar 
decline was registered for working-class families. A reversal of this downward 
trend may soon be expected, however, in view of the continuing expansion of 
rank credits, continuing deficit spending by the government, and other factors. 


A 5,000-ton sugar order from Mexico is expected to arrive in Ecuador 
shortly. A severe winter in Ecuador has made it necessary to buy sugar abroad 
in spite of increasing production at home. Consumption rose to over one millior 
quintals last year compared with 395,000 quintals in 1940. Production amounted 
to 1.11 million quintals in 1953 compared with 442,000 quintals in 1940. It is 
reported that tremendous amounts of sugar are being consumed in the provinces 
of Azuay and Canar for production of contraband brandy. 


Public lands between Santo Domingo and Quevedo were to be distributed 
py the Minister of Economy for colonization. This is one of the most fertile 
agricultural areas in Ecuador and should prove highly valuable to colonists 
upon completion of the highways from Quevedo to Manta and from Quevedo to 
Santo Domingo. The Minister of Public Works has been authorized to conclude 
the contract with an Ecuadorean firm for construction of the Machala-Pasaje- 
Santa Rosa road and the improvement of the Santa Rosa-Zaracay road. These 
roads total approximately 54 kilometers and will cost $792,000. President 
Jose Marfa Velasco Ibarra has announced that the government is interested in 
the immediate construction of a 985-foot bridge spanning the Guayas River and 
joining the cities of Durdn and Guayquil by railroad. Calling the bridge the 
most colossal work of engineering in Ecuador, President Velasco said the 
government would shortly accept bids for plans and actual construction. 


A complete aerial survey of Ecuador has begun with the cooperation of the 
Inter-American Geodetic Survey of the United States. Work will begin in the 
Guayaquil area and the Province of Guayas and will eventually result in the 
preparation of new charts and up-to-date maps of the country. 


In order to finance the construction of some frontier highways and insure 
completion of the Pan-American Highway in Ecuador, the government has levied a 
20-centavo-per-gallon tax on gasoline. This brings the price to four sucres a 
gallon ($.264). Ecuador will import 12 million gallons of gasoline this year 
compared with 7.1 million gallons in 1953. Total consumption of gasoline for 
1953 reached 31.6 million gallons. 


The republic is considering income tax law reforms under which present 
taxation reportedly will be increased and extended in scope, although some 
relief will be given to lower income groups. Officials of the United Nations 
are working with those drafting the new law. Indications are that many features 
of the original version have been eliminated and that foreign enterprises will 
not be’ taxed in a discriminatory manner. 


Direct air service to Europe was started July 18 by K.L.M. from 
Guayaquil to Amsterdam. 


PACIFIC COAST REPUBLICS 
PERU 


Peru set new records of industrial accomplishment in 1953, according 
+o the report of the U.S. Commerce Department released in July. Not only was 
1953 the best year in history for manufacturing in general but new production 
records were set in the textile industry, both in cotton and rayon, and in 
those industries which process paints, paper, cement, rubber tires and tubes, 
and beverages. With the return of the bonito, Peru's most important commercial 


fish, the Peruvian fishing industry also had a good year. 


Newly established industrial facilities were devoted to the production of 
cement, tires, textile products and steel tubing, while private and public 
construction surpassed that of former years. With the exception of cotton, 
which suffered in output because of plant disease, new production records were 


set for most of the country's farm products. 


Although a drop in metal prices during 1953 caused a slow-up in production 
of lead, zine and copper (H.A.R., VII: 5), exports of iron ore increased 
sharply. Wildcat drillings in the Sechura desert area produced no tangible 
results before the end of the year, while production from existing wells was 
scarcely maintained at former rates (H.A.R., VII: 6). However, foreign in- 
vestments kept pouring into Peru for use in petroleum exploration, and this 
benefited the nation's economy throughout the year. The 1952 petroleum law 
(H.A.R., VII; 5) has served as an incentive to undertake oil explorations. 
Before the end of 1953, 20 companies had requested permits to drill in the Amazon 
River basin, in coastal areas, particularly in the Sechura desert region, and 
in Peruviam off-shore waters. These companies paid almost $6 million for 
surface rights. More than 10 million hectares had been granted as concessions 
to oil companies for the purpose of further exploration by the year's end. [Iron 
ore production totaled almost 1 million tons. Ore deposits at Yaurilla and 
Acarai are scheduled for development some time this year. 


In the current economic situation, money continues extremely tight, with 
the banks reluctant to take on new loan operations. This situation is seasonal 
and is expected to continue until early August, by which time the bulk of the 
cotton crop will have been shipped. During the past month dollar exchange rates 
fluctuated between 19.15 and 19.55 soles per dollar for certificates and 
19,60 and 20.05 soles per dollar in the free market. Present quotations are 
19.40 soles per dollar for certificates and 19.90 soles per dollar for free 
market dollars. During the early part of June, the government released 
sufficient soles to cover the first quota of 1953, relating to pending and 
approved collections under the old official rate of exchange, i.e., 6.50 soles 
to the dollar. Retail sales continue at a lower level than in 1953. Foreign 
sight drafts are still being paid with some delay, but time drafts, once 
accepted, are generally paid at maturity. Local collections continue slow. 


Despite earlier reports of producers' ability to combat the insect pests 
it is reported that in some regions the steps taken were not adequate and the 
cotton crop, while large in size (H.A.R., VII: 6), has been affected in 
quality. This situation applies principally to tanguis cotton, with a re- 
sultant drop in prices. Prospects for the pima cotton crop are reported 
excellent, and the expected bumper crop will be of good quality. Sugar mills 
are still shut down for seasonal repair; as a result there has been little 
a in the market during the past 30 days. Growing conditions are reported 
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The problem of financing the construction of new homes at reasonable 
cost has become Of paramount importance in Peru. As construction is far be- 
hind new family formation, the country faces a large demand for low-cost 
nousing. Construction licenses issued in Lima and its suburbs are reported to 
nave amounted to 2,655 in 1949, 3,151 in 1950, 2,606 in 1951, and 2,539 in 
1952. The government, through the state corporations and the National Welfare 
Fund, was able to construct only 660 dwelling units in 1952 and 1,074 in 1953, 
all of which are considered by local observers to be far short of the demand 
prought about by an annual growth in the population of about 33,000 (6,600 new 


families). 


Existing legislation freezing rents since 1938 also has deterred private 
housing construction, as well as reconstruction of numerous dilapidated dwelling 
houses, of which some 30,000 are estimated to be in Lima, yielding an insignif- 
icant revenue to landlords. The resultant heavy demand for housing, under 
favorable conditions, should present a good opportunity for a profitable 
expansion and maintenance of the construction industry and its allied interests 


in manufacturing and finance. 


Establishment of an iron and steel industry is considered highly im- 
portant to the economic life of Peru, inasmuch as the country is now importing 
all its steel needs from abroad at a sacrifice of large amounts of foreign 
exchange. The Corporacién Peruana del Santa has been working, within the 
limits of its capabilities, to free the country from the need of importing 
iron and steel; the steel mill at Chimbote and the hydroelectric plant at 
Canén del Pato are already in an advanced stage of construction. The company 
has met serious setbacks, including a flood which caused serious damage to the 
power plant, and contract trouble with the French firm which had contracted 
to install the steel ovens at Chimbote. On July 19 these contracts were 
ordered terminated, and a French group of financiers, backed by the Bank of 
Paris, the Netherlands Bank, and certain other French corporations, was awarded 
the concession to complete both projects. The steel mill at Chimbote is to be 
completed by the firms of Delattre & Frouard Réunis, and the hydroelectric 
plant at Canén del Pato by SOGEI (Societe Générale Exploitation Industrielle). 


Under the terms of the concession, all works and installations are to be 
completed in 24 months. Iron and steel production is to start in 16 months. 
After 15 years, both the steel plant and the power project are to become the 
property of the Santa Corporation. 


During the month of August the California Palace of the Legion of Honor 
at San Francisco featured an exhibition of the ancient arts of the Andes. This 
exhibition included more than 400 priceless objects from private and public 
collections in South America, Europe, Canada, and the United States. It 
presented for the first time under one roof the finest examples of art 
produced by the ancient civilizations which flourished in the Andean region 
from about 1200 B.C. until the Spanish Conquest in the 16th century. The 
exhibition had been shown earlier this year at the Museum of Modern Art in New 
York, and subsequently at the Minneapolis Institute of Arts. It is presented 
in San Francisco for the third and last time. 


On July 29, in his annual message to Co ss, Pres 
reaffirmed the desire of the to 
in relations with all democratic countries and to continue to combat 
ai sm. As in former messages, Odrfa expressed his firm decision to 
ntain a liberal trade and commerce policy which he is convinced has been of 


great penefit to Peru. He also assured Colombia and Ecuador that recent 
nisunderstandings had been cleared up and that Peru desired to continue to 


york for complete harmony. 


BOLIVIA 


world mine production of tin-in-concentrates jumped from 13,5C0 long 
tons in April 1954, to 14,800 tons in May. This increase was mainly due to a 
sharp rise in Bolivian exports, from 1,497 tons in April to 3,128 tons in May. 
vyorla consumption for May was estimated at 11,900 tons, the highest monthly 
figure since October 1952, and tinplate production for the same period was 
691,000 tons, the highest monthly figure ever recorded. 


There are prospects of a considerable increase in economic cooperation 
between the U.S. and Bolivia as the result of the visit of a special Bolivian 
mission to the U.S. This mission gave particular attention to the possibility 
of augmenting U.S. importations of tin and other minerals from Bolivia. 
Although Bolivia is known principally for its tin reserves, the country also 
has important deposits of asbestos, bismuth, copper, lead, silver, sulphur, 
tungsten and zinc. Two immediate results of the mission were: the announce- 
ment on July 6 that the Reconstruction Finance Corporation would purchase 
12,000 tons of Bolivian tin during the next 12 months for about $20 million; 
and the signing of a contract, which has not yet been published, for the U.S. 
purchase of Bolivian tungsten. The Texas City tin smelter will handle the 
new U.S.tin order. (The smelter lost about $1.9 million last year, but 
continued operation for one more year was recently authorized by Congress as a 
part of the national defense program.) It was also recently announced that 
the U.S. will continue economic aid to Bolivia for at least another year. This 
aid will total $14 million in 1954 and probably $9 million during 1955. 


Within the last five months, Bolivia's petroleum production, although 
still small in comparison with leading producers, has changed from an output 
insufficient to meet local demands to one seriously threatened by overproduction 
The need for foreign outlets has become imperative; Bolivian representatives 
have recently been sent to Brazil, Paraguay, Uruguay, and Argentina to explore 
export possibilities. Some pumping wells in Bolivia have been closed, and some 
flowing wells have been choked; but at the same time, new wells are being dug. 
Lack of adequate transportation facilities is the major handicap in getting 
production to markets. The Bolivian Government does expect to begin exporting 
automobile gasoline to Chile within a few weeks. Sales of approximately 1 
million liters monthly will be effected through a triangular arrangement where- 
by Y.P.F.B. (Yacimientos Petrolfiferos Fiscales Bolivianos), the government 
petroleum monopoly, sells to a large American oil company, which in turn sells 
to the Chilean Government. It is estimated that this arrangement will yield 
Bolivia $384,000 in new foreign exchange yearly. . 


Juan Lechin, Bolivian Minister of Mines, will travel to Germany, Belgium, 
Italy and Great Britain at the end of July to study the possibilities of having 
a tin smelter established in Bolivia, as well as to sign credit contracts be- 
tween Bolivia and Belgian and British firms. Lechfn is also Executive Secretary 
of the Federacién Sindical de Mineros and Secretary General of the Central 
Obrera Boliviana, controlling the activities of some 200 ,000 Bolivian workers. 


Tomis Monje-Gutiérrez, who had served as President of Bolivia after the 
revolution of 1946, died of a heart attack on July 1 at his home in La Paz. He 
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yas 69 years old. During his long political career, dating back to the early 
1920s, he also served as a deputy for La Paz, as Minister of Agriculture, 
vinister of Government and Justice, Attorney General, and president of the 


supreme Court. He founded several schools in Bolivia. 


CHILE 


Relative political calm prevailed during most of the month of July in 
Chile. The new "technical-administrative" cabinet (H.A.R., VII: 6) enjoyed a 
measure of cooperation from Congress, while labor did little to disturb the 
national scene. However, old animosities flared anew when President Carlos ~ 
Ibénez del Campo pressed for constitutional reforms in the latter part of the 


month. 


The steps being taken to halt inflation and those under consideration high- 
light the activity for July. In view of an anticipated deficit of 22 billion 
pesos for 1954, the time to level off the budget and to contain the inflation 
plaguing the country was overdue. Measures adopted to curb government spend- 
ing include the recall of Chilean representatives abroad, including 24 diplomats 
whose services are not indispensable; reduction of expenditures for public 
services by 2.5 billion pesos; no further government hiring to fill vacancies 
until the end of the year; and reduction of subsidies to the railroads and 
other public services administered by the government. Commercial banks have 
been asked to subscribe tc promissory notes in the amount of 3.5 billion pesos, 
primarily to meet government obligations which cannot be postponed "without 
serious social and economic trouble". In line with new economic policies, the 
Central Bank has limited bank credit to a 1.75% monthly rate for Santiago banks 
and 2% for regional banks, a'sharp drop from the 5.6% rate of the first half of 
1954. A new law raises loading and unloading costs at ports by 70%. 


Finance Minister Jorge Prat is defending his proposal for tax reforms, 
now under discussion in Congress, on the grounds that deficit budgeting must be 
stopped. Designed to bring in an additional 15.8 billion pesos » the reforms 
are meeting with strong opposition from business. Most important features of 
the modifications approved by the Chamber of Deputies are a 2% levy on transfers 
of stocks, 6% on sales of motor vehicles, 10% on wines, beers » perfumes and 
other luxury items, and 11.5% on cigars and cigarettes. Pending adoption are 
the transfer from the Central Bank to the State Bank of the direct extension of 
credit to the public; the suspension of the Central Bank's issues of new 
currency; and the setting up of a commission to study and recommend measures to 
improve the controls over credit. Additional plans call for a 20% raise in 
coast trade tariffs and a 165% raise in lighterage and dockage charges. 


President Ibanez went on record during the month as advocating the repeal 
of the law for the defense of democracy, passed during the regime of his prede- 
cessor President Gonzalez Videla, which outlawed the Communist Party in Chile. 
In return for the repeal of this law, President Ibdnez asked for constitutional 
reforms to strengthen the position of the President. Ibanez has set up a con- 
Sultative commission to study proposed constitutional changes which, it is 
claimed, will bolster the President's powers in running the country's affairs 
without reducing the influence wielded by Congress, and without weakening the 
democratic base of the Constitution. However, this surprise move drew protests 
from members of Congress and resulted in a joint statement made by several polit- 
ical parties that the proposal was part of a campaign to lower the prestige of 
Congress and diminish public and private freedoms. 
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Three important trade agreements were concluded during the month with 
argentina, Yugoslavia, and Spain. Chile will ship $35 million in metallurgical 
products to Argentina annually. Ten days of negotiation with a Yugoslav ; 
ecmmercial mission resulted in a $3 million contract for the exchange of Chil- 
ean and Yugoslav products. Prior to the arrival of the Yugoslav mission, 

2,500 Catholic students staged a demonstration in protest. During the stay of 
the mission there were two other demonstrations, one of which was opposed by 
liberal students and resulted in fisticuffs which were promptly broken up by 
the police. The commercial pact between Spain and Chile includes a "most- 
favored nation" clause with respect to customs and manner of payment for goods 
to be inter-changed. Chile will export a minimum annual quota of 200,000 tons 
ofnitrates to Spain and concedes tariff rebates for the importation of Spanish 
sherry wine to Chile. Barter agreements are being sought with Rumania, Hungary, 


France, Belgium and Turkey. 


Chilean and United States officials agreed to install a large sulphur 
refining plant at Arica which will be used not only to refine Chilean orss but 
also those of neighboring countries. Chile is studying plans for a stainless 
steel plant to be set up cooperatively by Canadian interests, the Huachipato 
Steel Works and the State Arsenal. Construction has commenced on the remain- 
ing two of three beet sugar refineries being constructed by the German firm 
of Braunschweigische Maschinenbauanstalt (H.A.R., VII: 5), and it was re- 
ported that the total investment will run between $9-10 million. 


The Cabinet reached a decision to open oil exploration and exploitation 
to foreign capital, thus dropping the government monopoly on oil development. 
At the month's end, this decision gave promise of becoming a big political 
issue; it will come to a head when the bill being drafted by the Minister or 
Mines, Armando Uribe, is presented to Congress. Reason for the decision was 
given as lack of sufficient capital and know-how. Preliminary talks have 
begun between the Ministry of Mines and the staff of the U. S. Ambassador con- 
cerning the development of uranium deposits known to exist in Coquimbo and 


Atacama provinces. 


In business circles, sales showed no tendency to decline from their high 
levels, and collections were good. The Exchange Control Board issued very 
few permits in dollars and the demand for dollar exchange to cover imports 
far exceeds the availability of dollar funds. In the free market there was 
some fluctuation in the value of the peso, which was quoted at 320 per dollar 
on July 2 and 330 per dollar on July 9. An unconfirmed report of 318 pesos 
per dollar was received towards the latter part of the month. Import licenses 
were issued in sterling, which continues to be in easy supply. 


Development projects in the making during the month include two projects 
of about $840,000 to improve the port of Corral, serving Valdivia in southern 
middle Chile; 440.3 million pesos to amplify and improve Iquique's water supply; 
8 billion pesos for other public works, machinery and equipment purchases; and 
about 1 billion pesos for road building projects in the south. Bids were opened 
on July 5 for the building of Santiago's subway, which will cost in the neigh- 
borhood of $50 million. : 


The Chilean delegation to the World Power Conference held in Petrépolis 
Brazil, advocated speedy action by Chile, Peru and Bolivia in tapping the , 
hydroelectric potential of Lake Titicaca located in the Bolivian Andes. 

Chilean engineers have estimated that the lake is capable of producing approx- 
imately 17 billion kilowatt hours annually. In addition the agricultural zones 
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of Chile, Bolivia and Peru would be extended some 150,000 hectares through 
irrigation projects which would become feasible in connection with the pro- 
nosed projects. The most important benefit to be derived from utilization of 
the unique tourist spot would be the electrification of the great mineral 
region of the continent and the port of Arica, which is the outlet for the 


production of the mineral zone. 


A moderate earthquake demolished walls in Coquimbo in northern Chile on 
July 24. Three persons were seriously injured. Another quake of medium 
strength struck five cities in the area of Puerto Montt in southern Chile on 
July 26. One person was killed in Osorno, and walls were cracked and tumbled 


in Puerto Montt, Osorno, and Valdivia. 


The anti-Communist speech made by the U.S. Ambassador on July 6 during 
the annual dinner of the North American Chamber of Commerce set off a lively 


debate in the Chilean Senate. 


Victor Raul Haya de la Torre visited Chile during the month to address 
the cultural congress meeting in the University of Chile. 


The new Secretary General of the 0.A.S. (Organization of American States), 
Carlos Davila (H.A.R., VII: 6), ex-President of Chile, took over the duties of 
his office on July 29 in Washington. The Council of the 0.A.S. received Dr. 
Alberto Sepilveda Contreras as the new representative of Chile to the organ- 


ization. 


RIVER PLATE REPUBLICS 
ARGENTINA 


On July 26, the second anniversary of the death of Eva Perén was observed 
in Buenos Aires with an hour-long torchlight parade of mourners led by the 
President. On the previous day, Congress had honored the occasion by incorp- 
orating Evita's fortune into a new and tax-free organization to be known as 
the Fundacién Evita. The foundation would be available to grant loans to 
persons wanting to build homes, just as the former First Lady had willed at 
her death. The estate she left, which includes stones and decorations as well 
as large currency holdings abroad, has been unofficially estimated to be worth 


millions. 


The torchlight parade in honor of Evita came at a time when rumors were 
becoming more persistent that President Perén was suffering from some illness 
similar to the one that caused the death of his wife. Months before Evita be- 
came bed-ridden, it was officially denied that her health was declining; in 
the same way, the President has ridiculed stories about his own supposed ill- 
ness. The most recurrent rumors speak of a benign brain tumor. It has been 
suggested that Perédn might soon go to the United States or to Bogota for treat- 
ment; there have also been reports of occasional unannounced visits to Buenos 
Aires of U.S. cancer and tumor specialists (H.A.R., VII: 3). The President 
Said in July that he had even received letters offering to cure his "illness" ; 
he declared, however , that he even felt well enough to take up boxing and 
fencing exercises again, sports which he had long enjoyed. Moreover, he was 
Still smoking cigarettes » which he declared he would stop doing once his health 
began to fail. 


The President made the above statements about his health at one of his 
rare press conferences. No foreign reporters were invited; moreover, Peron 
was reported to have said that he would in the future have regular monthly 
press conferences, from which foreign correspondents would continue to be 


parred admittance. 


At the same press conference, the President announced that his plans for 
the reorganization of the government (H.A.R., VII: 6) would become effective 
at the end of the month. This would involve a stripping of the Cabinet from 
51 to 16 members, and the creation of a new five-man "super-cabinet." This 
latter group will have greater authority than the traditional cabinet of min- 
isters, and will share with the President responsibility for developing, 
coordinating and executing governmental policies." In a presidential decree 
dated July 23, the new super-cabinet included a Secretary for Foreign Affairs 
(Jerénimo Remorino, who will also continue his present duties as Foreign 
Minister), a Secretary for Political Affairs (Vice-President Alberto Teisaire), 
a Secretary for Economic Affairs (Alberto Gémez Morales), a Secretary for 
National Defense (General Humberto Sosa Molina), and a Secretary for Technical 


Affairs (Rail Antonio Mende). 


When it was originally decided to reduce the Cabinet from 21 to 16 in- 
stead of just 6 members as Mende had proposed, the change was interpreted by 
many as a defeat for the latter minister. It is now apparent from the latest 
revisions, involving the elevation of Mende to a higher post in the "super- 
cabinet," that he suffered no such defeat. Some observers have expressed sur- 
prise at the omission of Angel Borlenghi from this “inner council"; perhaps his 
alleged "leftist orientation", as charged in January by the Nationalist Liber- 
ator party (H.A.R., VII: 1), does not synchronize with the increasingly right- 
ist tendency of the government. He has in the past been regarded as Argentina's 
number-two strong man because of his control over the police. As Minister of 
the Interior and Justice (Borlenghi's new title in the Cabinet), he is now one 
step removed from the President and must go through a new chain of command be- 


fore initiating important measures. 


Gémez Morales, Sosa Molina and Mende resigned as Economic Affairs » Nation- 
al Defense and Technical Affairs Ministers, respectively, to assume their more 
important positions. Their ministries were abolished along with three others. 
Other changes on the ministerial level are as follows: Antonio Cafiero becomes 
Minister of Commerce instead of Minister of Foreign Trade; Ratvl Conrado 
Bevacqua (Peronista party "“interventor" in the capital district) replaces 
Ramon Carrillo as Minister of Public Health and Social Aid; while Orlando 
Leonardo Santos, president of the National Bank, is named Minister of Industry. 


Another aspect of government to which Perén appears to be interested in 
applying new ideas of "reorganization" is in the field of government ownership 
of transportation and other enterprises. At Perén's recommendation, a mixed 
commission is investigating the possible readjustment in the nation's railroad 
management to allow labor participation as stockholders. The President an- 
nounced that he hoped the shareholding plan would make it possible for the 
railways to increase their efficiency and cut down their annual losses. He was 
Particularly disturbed because the government has had to pay an alleged 30% of 
the rail network's expenses as subsidies. He declared that everyone was a 
little bit to blame, including himself, for the huge deficits (estimated by 
Some at between 1,000 and 1,800 pesos a year); however, he declared that part 
of the blame should be attributed not only to bad organization and to the high 
cost of importing railway equipment, but also to d@ficiencies in labor. He 


further declared that deficits would rise even more following recent wage 
{nereases granted railworkers. 


Perén has also expressed concern over losses sustained by other govern- 
ment-owned enterprises, which he apparently feels are due to a great extent 
+o bureaucratic bungling. He has therefore begun to prepare public opinion 
+o accept the transfer of official business activities to private enterprise. 
ye recently instructed the General Economic Confederation (of employers) that 
argentina is "passing from a statal organization to a private organization. 
He indicated that he would invite businessmen, through the Confederation, to 
cooperate with the government in overseeing the activities of the state-owned 
entities with the idea of preparing these men eventually to take them over. 
In the case of vital production and services, such as domestic oil development, 
official thought is turning increasingly to the concession type of operation. 
This would require the type of financing in which the Export-Import Bank 
specializes. Negotiations along this line may have been involved in the visit 
to Buenos Aires late in July of a delegation from the Export-Import Bank. It 
was said that the main purpose of the group's visit was to discuss certain 
commercial loans pending with the bank for the financing of imports of capital 


goods where longer than usual credit was needed. 


The pressure for a decrease in government interference in business and 
trade activities is said to derive from two main sources: the increasing 
liberalization of trading policies of some of Argentina's principal customers, 
such as Germany and Britain, and a decline in profits of the government trading 
agency, the IAPI (Instituto Argentino para la Promocién del Intercambio), as 
a result of the world price decline of the nation's export commodities. It 
is not expected that IAPI's services will be entirely terminated, but there 
will at least be a drastic revision of its operations. Assurances are also 
being given to groups of importers that they will be able to handle their own 


supplies in the future. 


The movement toward returning the country to private enterprise may be 
one indication that Perdén is at least partially abandoning the vague political 
theory he has denominated "Justicialism", i.e., a "third position" midway be- 
tween capitalism and Communism, designed primarily to assure "social justice" 
for the working classes. Another indication of such a change in official 
policy is the President's new tendency to remain aloof from labor demands for 
wage raises. He has repeatedly emphasized his decision to refrain from inter- 
vening in labor-management disputes over collective agreements, despite long 
delays in settlement. There is a large sector of labor that has not had wage 
increases since 1952, and these workers feel they are losing out in the drawn- 
out negotiations that have lasted since last March. In July, Perén declared 
that now that his regime had put labor on an equal footing with management , 
labor must be disciplined in the art of negotiating its own agreements. He 
said that he did not think that the government or any other authority, except 
for the C.G.T. (Confederacién General del Trabajo), should intervene in the 
affairs of labor unions. Furthermore, he gave indications in a July speech to 
textile workers that before the end of the year he may propose to Congress a 
bill giving union freedom (fuero sindical), involving "certain immunities", to 
labor leaders. The President pointed out that he had planned this move two 
years earlier, but had delayed presenting it because elements "who come to 
Tight against the republic for a foreign country" had entered the labor move- 
ment "surreptitiously", seeking to undermine it. The implication appeared to be 
that he was referring to Communist elements. 


= 


There have been some wage settlements in the lest few months, but in 

nany cases the government has allowed as high as 50% price rises in the same 
industries where wages were hiked, such as textile, match and coffee-producing 
companies. Even so, two of the country's largest textile firms were recently 
aeclared bankrupt with joint liabilities of over 95 million pesos. (Incident- 
ally, Argentina's January-June bankruptcies reached 405.2 million pesos, com- 
pared with 205.1 million in the same period of 1953. July 1954 failures total- 
ed 66.7 million pesos). The government authorized the advance of 210 million 
pesos to packing houses to cover additional expenses due to recently granted 
salary increases. Payments will continue until prices are obtained sufficient 


to cover increased wages. 


A wage settlement which took place in July was one between representatives 
of the General Confederation of Commercial Employees, covering 1 million white- 
collar workers, and the Commercial Confederation, on behalf of employers. An 
agreement was signed for the granting of a 120-peso basic monthly raise for 
employees working on a salary and commission basis, or on commission alone, 
and of 130 pesos for those receiving fixed monthly salaries. One source of 
labor-management strife remained unsettled, that of the slow-down strike of 
tobacco workers. When the union ignored a government order to end the two- 
month-old strike by July 5, the strike was declared illegal and the union 
deprived, at least temporarily, of its license (personerfa gremial). 


A third indication that the President may be at least partially with- 
drawing from his policy of a "third position" between capitalism and Communism 
is his increasingly severe treatment of local Communists (H.A.R.,VII: 6), and 
occasional hints that Argentina might align itself with capitalist countries 
in the event of a war with Communist Russia. Recently, he declared before 
high officials of the armed forces that neutrality, i.e., a third position, 
would be virtually impossible in a third World War. He was careful on that 
occasion, however, not to specify with which side Argentina would fight. 


Nuestra Palabra, the Communist party's weekly clandestine publication 

in Buenos Aires, recently took Perén to task for his drive on local Communists. 
It reported that 77 Reds had been jailed lately, mostly including metal and 
tobacco workers who led recent strikes, as well as party lawyers and leaders 
of two organizations (commonly considered to be Communist-front) » the Argen- 
tine Commission for Peace and the Women's Union of Argentina. The newspaper 
called attention to the contradiction between Perén's present acts (the arrest 
and "brutal torture" of Communists) and a statement he made in 1948 when he 
was discussing methods of combating Communism. Holding that capitalist coun- 
tries could fight Communism only by force and violence, the President declared 
at that time that he did not believe in violence "because experience has shown 
that its use can inhibit the growth of political idealogies for a short time, 
but in the long run the repressed ideology will emerge with greater strength". 


The Communist paper pointed out that in spite of government repression, 
membership in the party and in the Young Communist League has shown a marked 
increase as a result of a six-month membership drive. It is estimated, inci- 
dentally, that the Communist vote in the national elections of last April 
approached 100,000 throughout the country; no official figures were released 
for the electoral count of Communists » except for Buenos Aires province. 


Buenos Aires police recently claimed to have discovered a secret Communist 
organization made up of individuals with long criminal records, including arson 


and theft. These have allegedly been entrusted with such missions as the 
committing of acts of violence (such as killing in cold blood)against 
merchants , particularly bakery owners, who would not conform to union pol- 
icies or who were reluctant to contribute money for extremist activities. 


: URUGUAY 


Uruguayan wool exports increased considerably during April and May, reach- 
ing a total of 40,652 bales, as compared with 25 ,O44 bales during the pre- 
ceding two months. Wool exports to the U.S. increased from 4,960 to 6,403 
bales during the same four-month period. This increase was achieved despite 
the National Executive Council's veto of a bill in May designed to accelerate 
the entrance of Uruguayan wool into world trade channels. This bill, which 
nad called for the temporary reduction of 50% of the export duties on greasy 
and washed wool and retention by exporters of 10% of the exchange earned in 
dollar sales, had been passed earlier by the General Assembly; however, pro- 
ponents of the bill in the assembly were unable iater to muster the required 
3/4 majority vote necessary to override the Council's veto. According to 
recent reports, activity was continuing in the wool market during July with 
strong interest being shown by both buyers and sellers. Shipments of salted 
and dried hides also showed a decided upswing during April and May, exceeding 
the totals for the previous two-month period by almost 50%. However, exports 
of oilseeds and oils as well as wheat and wheat flour dropped sharply; Uruguay 
is hopeful of selling its present wheat surplus, estimated at about 190,000 


metric tons, to Brazil. 


Soviet Russia moved into first place as a purchaser of Uruguayan goods 
during April, increasing its purchases even more during May. Russia has 
already imported nearly $20 million worth of Uruguayan products this year. 
Uruguay has not yet imported any Russian goods; however, on July 29, representa- 
tives of Russia and Uruguay signed trade and payments agreements designed to 
increase commercial interchange between the two countries. The trade agreement 
calls for shipments of Russian oil, coal, newsprint, chemical products, 
machinery and lumber. In exchange, Uruguay will export meat, raw hides and 
wool. In an import quota opened earlier in July, the Uruguayan Government had 
allocated $595,000 to Russia out of a total of $21,514,000 for first-category, 
or essential goods. Also from this total Czechoslovakia, Hungary and Poland 
received an allocation of $657,000; the U.S. and Canada were assigned 


$1,080,000. 


The press in Montevideo recently vigorously censured the attitude of Jakov 
Blazevic,head of a Yugoslav commercial delegation which is visiting the Uruguayar 
Capital. Blazevic's refusal to receive a representative from the Catholic 
daily, El Bien Piblico, at a recent press conference raised a storm of protest 
from the other reporters who were present. El Bien Piblico had earlier 
published attacks against the Yugoslav envoy for having acted as judge in the 
trial of Cardinal Aloisius Stepinac in Yugoslavia. The reporters felt that 
Blazevic's attitude was contrary to the standards of freedom of the press which 
prevail in Uruguay, and the majority of them walked out of the meeting. Follow- 
ing this incident, Blazevic stated that his country needs Uruguayan raw 
materials, in exchange for which Yugoslavia can offer many articles of interest 
to the local market. He added that excellent possibilities exist for the 
interchange of goods and materials between the two countries. 


« 


Because of financial difficulties the Frigor{fico Nacional, the govern- 
-owned meat-packing plant which has a monopoly for supplying meat to 

has recently been unable to provide normal supplies to the capital. 
This shortage has stimulated a sharp increase in meat processing by small 
plants operating outside the city limits, opening a so-called black market for 
meat. The higher prices offered by these plants have diverted a considerable 
nuuber of prime steers from the official stockyards. With national elections 
coming in November, this meat scarcity in Montevideo has posed a serious 
problem for the present government. Various plans for relieving the situa- 
tion have been proposed, ranging from larger subsidies to Frigorifico Nacional 
to permitting the participation of the private packing plants in the supply of 
meat for Montevideo. Little progress has been made as yet in reconciling the 


various plans. 


ment 
Montevideo, 


PARAGUAY 


General Alfredo Stroessner, 41-year-old commander of the Paraguayan 
armed forces, was elected President of Paraguay in the national elections of 
July 11. Stroessner won without opposition; he was the candidate of the 
Colorado party, the only legal political group in Paraguay. According to late 
returns, he received nearly 98% of the votes cast. The total count included 
132,606 votes for Stroessner and 3,180 ballots blank, presumably submitted in 
protest. The new President will take over his office on August 15; he will 
serve during the four remaining years of the six-year term of the deposed 
President, Federico Chavez. Tomas Romero Pereyra, who has been acting as 
Provisional President, will resign his position to Stroessner. 


Trophies of war taken from Paraguay by Argentina during the Paraguayan 
war from 1865 to 1870 against the Triple Alliance (Argentina, Brazil, and 
Uruguay) will soon be returned to Paraguay by action of the Argentine Congress. 
This gesture of good will by Argentina was initiated by President Juan Perdén. 
At present, these historical souvenirs, including Paraguayan flags, miscella- 
neous pieces of military equipment, and various medals and decorations, are 
deposited in Buenos Aires in special sections of the Museo Histérico Nacional, 
the Museo Mitre, and the Archivo General de la Nacién. These trophies will 
presumably be returned about August 15 during a proposed visit by Perdén to 
Paraguay on the occasion of the inauguration of General Stroessner. Although 
official word has not yet been given, it is thought that the actual ceremony 
will take place in the historic Plaza de Armas in Asuncidén on the day follow- 
ing Perén's arrival. Perdén had been invited to visit Paraguay on July 9 by a 
special Paraguayan mission sent to Argentina in the name of General Stroessner. 


Epifanio Méndez Fleitas » president of the Central Bank of Paraguay, re- 
vealed that important economic agreements had recently been made between 
Paraguay and Argentina. According to Fleitas, Paraguay will soom acquire 
60,000 tons of wheat from Argentina at an undisclosed price; Argentine tech- 
nical aid will be given to Paraguay in order to dredge the ports of the Para- 
guay River to facilitate the movement of merchant ships of considerable tonnage; 
aid also will be given to increase Paraguayan grain production. 


The National Electril Power Administration, which operates the Asuncién 
public transit system, recently announced its intention of replacing street- 
cars within the city with electric buses. Existing trackage, and streetcars 
will be used in the development of a suburban network. 


The Paraguay cargo airline, Aero Carga, has ordered another Norseman 
aircrait. During its first four months in business, operating with two planes, 
the company carried 500 metric tons of cargo to Chaco ranchers. On return 
trips the planes carry articles in short supply, such as fruits and vegetables 
yhich are out of season in the Asuncion area. 


BRAZIL 


The first impeachment proceedings in Brazilian history were underway 
during July against President Getulio Vargas. Acting under an obscure 1990 
law that permits anyone to make charges against the President, Vargas' tire- 
less enemies had placed various allegations of wrongdoing on his part before 
Coneress (H.A.R., VII: 6). Debates raged throughout July in the Chamber of 
Deputies , where a majority vote might suspend Vargas until the Senate could 
try him. Even though it was widely felt that the attempted impeachment would 
fail, and that it had been contrived by a minor politician primarily to give 
Vargas a painful clawing in an election year, the impeachment proceedings were 
engrossing the attention of almost all Brazilians, from bootblacks to indus- 
trial magnates. In their attack Vargas' foes were employing a device so new to 
Brazil that orators and newspapers in referring to it had to ignore Portuguese 


and use the English word "impeachment." 


Although the impeachment attempt perhaps was not ruffling the veteran 
gaucho unduly, Vargas was obviously concerned over the possibility of addi- 
tional trouble. Not only did he tighten security measures throughout Brazil, 
ani even begin a limited crackdown on the Communists, but he postponed his 
projected visit to President Victor Paz Estenssoro of Bolivia as well. 

Vargas had been due to visit Paz Estenssoro in La Paz late in July. 


An uneasy political calm prevailed in Brazil during July. Moreover, 
several strikes and acts of violence took place. A riot erupted in the high- 
land metropolis of Belo Horizonte on July 15. Crowds, angered by a prolonged 
gasoline shortage which had handcuffed Belo Horizonte's transportation facil- 
ities, took over the downtown portion of the city for several hours. They 
prevented the movement of busses, streetcars, taxis and jitneys until they 
were eventually dispersed by troops using clubs and tear gas. Disquiet was 
also evidenced in Sao Paulo, pursuant to a severe meat shortage. Angry consum- 
ers demonstrated, and it was feared that a continuing shortage might induce 
violence. Rumors,possibly circulated by Communists, alleged that meat packing 
plants throughout the state were full, but that their contents were being 
with-held from the people for purposes of price-gouging. However, investiga- 
tion shortly disclosed that a natural shortage of meat did exist in the state 
of Sao Paulo. One reason was that the district of Barretos, long noted for 
its pure-bred cattle and other high quality livestock, had actually suffered a 
reduction in animal production since 1952. Endowed with a fertile soil and 
the highest degree of farm mechanization in Brazil, Barretos has turned in- 
creasingly to agriculture in recent years. The timely arrival of cattle from 
western Brazil, however, relieved Sao Paulo's meat crisis late in the month. 


Typical of isolated cases of political violence that occurred throughout 
Brazil was a sensational attack made on General Estillac Leal. The attack 
occurred on the general's premises in Sao Paulo. Carried out by a group 
headed by a youthful Paraguayan, whose identity was not discovered until late 
in the month, the attack failed because no favorable opportunity presented 
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itself to assassinate the general. The entire incident puzzled police and 
press, whe were unable to discern a sensivle motive for the attempted assas- 
sination. During a press interview in Rio de Janeiro, General Leal expressed 
consi@erable irritation over the attemmts of some persons to inject the 
communist issue into the case. He complained that there were evil elements 
ho always try to agitate the Communist issue whenever he is involved. Leal 
added that he had not previously discussed the case with the press, and would 


refuse to do so again. 


Brazil apparently continues to "coddle" its numerous and aggressive 
Communists. On July 9, a military court acquitted 44 army officers who had 
been accused of communist activity over two years ago. Charges ageinst them 
were dGismissed on the grounds that no satisfactory evidence had been produced, 
but the trial's outcome was widely interpreted as an indication that the Brazil- 
jan army was lukewarm toward prosecuting Reds, even of the most virulent vari- 
ety, and that it was attempting to adopt a policy of "letting sleeping (sic) 
dogs lie." One of those acquitted was Major Humberto Freire de Andrade, whose 
activities as editor of the influential Military Club's magazine had long ago 
aroused concern. The defense maintained throughout the trial that the entire 
case had been trumped up by U.S. agents who had infiltrated the Brazilian 
armed forces. The Communist newspaper Imprensa Popular reiterated the clain, 
and alleged that the verdict was a slap-in-the-face for McCarthyist cannibals 
everywhere. The defense attorney was Eusebio da Rocha, a member of the Chamber 
of Deputies. Da Rocha is not an acknowledged Communist, but has consistently 
followed the left-wing, anti-U.S. line. 


On July 10, four Brazilian career diplomats, suspended by President Vargas 
because of alleged communist sympathies, obtained a Supreme Court injunction 
against execution of the decree. All four men held the rank of consul, and 
were first accused in July 1952, when a letter was published in the press that 
was supposedly written by the Brazilian Consul in London to his counterpart in 
Hamburg. Its text indicated that the writer was engaged in communist con- 
spiracy in Great Britain and was seeking to enlist his colleague's aid. 
Suspension of the charges against the four consuls, according to right-wing 
sources in Brazil, indicated that Brazilian politicians were unwilling to pay 
the price in “venom and smear" that a vigorously-waged anti-Communist cam- 
paign would bring down on their heads. 


Communist influence was visible in Brazil during July. Pronouncements 
from Luis Carlos Prestes, the hidden leader of Brazilian Communism, continued 
to appear in Communist newspapers. Furthermore, the left-wing press generally 
played up the “growing isolation" of the United States. It was asserted that 
there is not a single European country which is not convinced that it has be- 
come “burdensome” to be in the company of the U.S. It was further alleged that 
American has lost all influence iu Asia, and that there is no more glaring an 
instance in history of loss of prestige by a country than the present case of 
the U.S. "The United States," pontificated the Rio newspaper Correio da Manha 
on July 19, "has turned into the last stronghold of reaction. -1t is unable to 
secure sincere and unselfish cooperation, even by brandishing the Russian 
menace, which fewer and fewer people believe." The same editorial in Correio 
da Manha blamed most of the world's ills on the "McCarthyism" that is "rampant" 
in the United States. However, one of the leaders of the Communist underground 
in Brazil, Amarflio Vasconcelos, was arrested by police in the Ipanema district 
of Rio de Janeiro. He was apprehended after a spirited automobile chase in 
which police punctured his tires with gunfire. Many documents described by 


hh. 


olice as important and revealing were discovered in his automobile. They 
v ctained detailed information on the Communist network in Brazil's electrical 
and steel industries, as well as information on the activities of the Brazilian 


Communist party since 1928. 


A chorus of complaints arose in Brazil against the U.S. after the pro- 
nosed low figure for U.S. aid to Latin America this fiscal year had been re- 
ceived. Reduced American aid to Latin America, already less than 2p of that 
civen to Europe, has joined the coffee price question as a cause for criticism. 
In both cases there is a growing tendency to blame specifically the Eisenhower 
Aé@ministration and the Republican party, rather than the United States gener- 
ally. Furthermore, it is not based on the hackneyed Communist basis that the 
"yanquis are imperialists and McCarthyists", but on the ground that actions 
based on political expediency are hurting good relations between Brazil and 

the United States. The newspaper and radio chein owned by Assis Chateaubriand, 
even though defending the U.S. against what it considered to be unreasonable 
attacks, claimed that "everything" was done in Europe between 1947 and 1954, 

as compared to practically nothing in South America. In a long speech in 

the Senate late in July, Chateaubriand himself, while admitting that Point- 
Four aid did exist, claimed that it is on such a theoretical and academic 

plane that up to today it cannot be granted maturity, let alone practical use- 
fulness. Chateaubriand also devoted a long speech to the coffee question, 
accusing the Republican party in the U.S. of having used it as a political 
wagon. The newspaper Estado de Sao Paulo, probably the most influential in its 
state, joined Chateaubriand on July 23 in criticizing the foreign aid appropri- 
ation bill now before the United States Senate. It noted that the proposed 

$9 million aid to Latin America was less than two-tenths of one percent of 

the foreign aid total, and blamed the Republican party for the cut. 


In statements made during a brief stop-over in Rio de Janeiro, Joae Carlos 
Moniz, Brazilian Ambassador to the U.S., admitted that American-Brazilian 
relations had become increasingly "complex." He indicated that Brazil should 
take the initiative in founding an institution to build up cultural relations 
with America, so as to make known Brazilian spiritual values that are greatly 
appreciated by Americans. Moniz added that he will encourage the immediate 
organization of a Brazilian-American institute that can produce increased good 


will for Brazil in the United States. 


On July 29, the U.S. Federal Trade Commission blamed speculation in both 
Brazil and the United States as contributing factors to the coffee price spiral 
of 1953-54. Based on a seven-month investigation of the factors responsible 
for the increase in retail coffee prices from 91¢ a pound to $1.18 a pound last 
year, the agency concluded that the price rise “cannot be explained in terms of 
the competitive laws of supply and demand." The F.T.C. noted that the coffee 
spiral of 1953-54 added less than 1f to the cost of a cup of coffee, but that 
restaurants generally raised prices from 5 to 10¢ a cup. The commission's 
report also failed to defend the Brazilian price advance based on the severe 
frosts of 1953: "Moderate increases in coffee prices were an inevitable 
response to the reports of severe frost damage in Brazil, but the upward spiral 
which began early in December appears to represent market reactions which are 
inconsistent with freely competitive markets..." It also noted that speculatior 
occurred on the New York Coffee and Sugar Exchange by private Brazilian 
interests which bought heavily just before Brazil announced an increased coffee 
loan rate. As an additional factor, it blamed the announced increase in 
Brazil's minimum export price from 53¢ to 87¢ a pound, which vecame effective on 
July 1 (H.A.R., VII: 6). Strong exception to the F.T.C.'s findings were at 
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e taken by spokesmen for coffee growers in Brazil, and by the New York 
Horacio Cintra-Leite, president of the Pan-American 


onc 
coffee and Sugar Excharge. 
coffee Bureau, declarec that the report contained furdamental errors of fact. 


ye pointed out that green coffee beans reached a peak of 96.35% on April 2, and 
that the establishment of Brazil's new 87¢ minimum price was made on June 3. 
Since that time, he went on, the price of coffee beans has moved down and not 


up. He added: "Speaking for the coffee-growing nations of Latin-America, I 
resent as offensive the statement of the Federal Trace Commission that our 
governments have engaged in ‘inadequate crop reporting'..." Gustavo Lobo, 
president of the New York Coffee and Sugar Exchange, described the F.T.C. 
report as a "smear" intended to further the cause of those who want government 


regulation of the exchange. In Brazil, Assis Chateaubriand insisted that the 
present minimum price of 87¢ f.o.b. Santos, set by the Brazilian Government, 
was reasonable, having been based on current market values. 


Nevertheless, growing apprehension was manifested in Brazil over the 
coffee squabble. It was also feared that Vargas' policy of propping up the 
price of coffee might backfire and leave Brazil with a surplus on its hands. 
On July 15, nonetheless, Marcos Souza Dantas, president of the Bank of Brazil, 
stated that the government would stand firm on its "defense" of the 87¢ coffee 
price. His statement was made despite the fact that the measure has not had 
its desired effect as yet, and that Brazil, which supplied 60% of the world's 
coffee for many years, supplied only 48% in 1952 and 42% in 1953. 


Several cabinet changes were made early in July. President Vargas named 
Edgar Rego Santos as Minister of Education and Culture, and Mario Pinotti as 
Minister of Health. Rego Santos had been rector of the University of Bahia 
prior to his appointment, while Pinotto has long been prominent in public 
health work, notably in the field of malaria control. The appointments were 
made to replace ministers with political aspirations who had to resign to 
prepare for the October congressional and gubernatorial elections. The 
Brazilian constitution bars cabinet members from candidacy in the elections. 


It is estimated that the Volta Redonda steel mill will produce 732,000 
tons of pig iron in 1954. Its first stage of expansion, already complete, is 
expected to provide an increase of 52% in ingot steel and pig iron production 
during 1954. A second expansion stage, now being implemented, and referred to 
in Brazil as the “million plan," is designed to boost ingot steel output to one 
million tons yearly. 


The foundation stone of a modern rolling mill was placed in the town of 
Divinopolis, Minas Gerais, early in July. Its Siemens-Martin furnace is to be 
constructed immediately, and it is hoped that the first rolling mill products 
will be obtained before the end of 1954. The new factory has been organized by 
& group Of Minas Gerais industrialists. 


Foreign firms continue to enter Brazil. Babcock and Wilson, the British 
industrial corporation, expects to commence manufacturing in Brazil within a 
year. Babcock and Wilson are specialists in the construction of boilers and 
other heavy equipment. Early in July, Standard Brands of Brazil, American- 
Owned, opened its second yeast factory in Brazil, located at Jundial, Sao Paulo. 


A fertilizer factory will be built at Olinda, Pernambuco. Meanwhile, 
Brazil's National Alkali Company is undertaking a substantial exnansion program 
It is completing the installation of a caustic soda and soda ash plant at Cabo 
Frio, Rio de Janeiro, as well as investing $15 million in equipment to be 
purchased abroad. 
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Credit totalling $5 million was extended by the Export-Import Bank to the 
state of Minas Gerais. The money will be used for the purchase of agricultural 
machinery and implements in the United States, which will be sold to farmers 
throughout Minas Gerais under a farm mechanization program sponsored by that 


state's Department of Agriculture. 


Unverified rumors persist concerning the discovery of oil and coal in the 
interior regions of Goids. Soundings are being made near Jatai, Goiaz, where 
one of several Italian agricultural communities is established. Reportedly, 
outcroppings of coal have been found in uninhabited portions of Goids. 


Brazil's production of aluminum and silver were sharply boosted during the 
first quarter of 1954. 


Plans for extensive Suropean colonization in Brazil continue to be dis- 
cussed. Approximately 3 oillion cruzeiros may be inves*ed in this plan by the 
Colonization Department of the Bank of Brazil. Among verious regions being set 
aside for planned immigration are the high plains of Goids, which enthusiasts 
deseribe as "the future granary of the world." Although numerous geographers 
take a less-exalted view of the Goids plateau, and of west-central Brazil in 
general, colonists continue to enter Brazil in steady numbers. A group of 
1,000 Japanese farmers was expected at Belém, on the Amazon River, early in 


September. 


Jaime Cardinal de Barros Camara, Archbishop of Rio de Janeiro, issued a 
pastoral letter on July 17 calling for a moral reform drive in the present 
eucharistic year. The eucharistic year was opened in Rio's Maracana Stadium on 
July 18 before a crowd of almost 200,000 persons. The Cardinal stated that if 
there is a lack of character and honesty after centuries of Christianity it can 
be explained only by a drift away from God. He asserted that there are many 
and grave problems to be solved, some temporal, others moral. In the latter 
classification he placed "those that occur on the bathing beaches, in offenses 
against modesty, in the exhibition of nakedness walking the street, and on the 
newsstands, in the movies, radios, and television.” He declared that any delay 
in uprooting "this amoral mentality" represents incalculable damage to the 
public cause, and that “anybody who does not see the subject through the same 
prism is suspect of working with the enemies of the motherland, and is doing 


the greatest disservice to Brazil." 


Five Soviet scientists arrived in Sao Paulo by air on July 19. They were 
in Brazil to attend the Sixth International Cancer Research Congress, which 
opened two days later in Sao Paulo. Over 1,000 scientists from 47 countries 
attended the session. Active participation of Soviet delegates was viewed as 
an effective propaganda operation on the part of Russia. 


A proposed cultural pact with Spain, that had been vigorously backed by 
the Vargas regime itself, was rejected by the Brazilian Senate during July. 
According to the pact's opponents, the proposed agreement would have permitted 
the Franco government to decide how the role of the Spanish conquistadores in 
age es of the New World should be portrayed in history textbooks used 
n Rrazil. 


THE HISPANIC AMERICAN BOOKSHELF 


by 
R. H. 


George Pendle. PARAGUAY. A RIVERSIDE NATION. London. Royal Institute of 
International Affairs. 1954. Pp. 115. $2.50. 


The author, George Pendle, has already contributed to this series the 
volume Uruguay: South Arerica's First Welfare State. Part I of this excellent 
survey, entitled "The Background," discusses the geography of Paraguay, the 
racial mixture of Guaranfes and Spaniards » and the 19th century period of 
Francia, Carlos Antonio Lépez and Francisco Solano Lépez. Part II, "The New 
Paraguay," describes the regimes of Franco, Estigarribia and Morinigo, and 
then gives a sociclogical analysis of the population of the country. 

Part III is devoted to "The Economy" of Paraguay. This is an excellent vade- 


mecum of a little-known country. 


FOREIGN RELATIONS OF THE UNITED STATES. DIPLOMATIC PAPERS. 1935. Volume IV. 
THE AMERICAN REPUBLICS. Washington, D.C. U.S. Government Printing Office. 


1953. Pp. 988. $4.00. 


This important volume contains significant documents concerning the 
Chaco War between Bolivia and Paraguay and the armistice which brought hostil- 
ities to an end on June 12, as the result of the mediation of a group of 
neutrals consisting of the United States, Argentina, Brazil, Chile, Peru and 
Uruguay. Other dccuments describe the final ending of the Leticia dispute be- 
tween Colombia and Peru, as well as the resumption of diplomatic relations 
between Costa Rica and Guatemala. During the same year, the United States 
signed reciprocal trade agreements with Brazil, Colombia, Haiti and Honduras. 
In U.S.--Mexican relations, the principal issues discussed in these documents 
are the agrarian and oil interests of American citizens. 


Do. 1936. Volume Ii. EUROPE. 1954.-Pp. 853. $4.50. 


The beginning of the Spanish civil war in 1936 gave rise to a collection 
of reports, which ere published in this volume, concerning the international 
political aspects of the war and the protection of the lives and property of 


American citizens. 
Do. 1936. Volume V. THE AMERICAN REPUBLICS. 1954. Pp. 992. $4.50 


This volume contains numerous documents on multilateral negotiations ’ 
among them: the preliminary documentation on the Inter-American Conference 
for the Maintenance of Peace held at Buenos Aires; the Chaco Peace Conference; 
Central American affairs; and the construction of the Inter-American Highway. 
Among the documents covering relations with specific countries » are those 
dealing with the expropriation of lands by the Mexican Government » and the 
religious situation in that country. 


The series of volumes FOREIGN RELATIONS OF THE UNITED STATES deserves 
the highest commendation. The State Department officials principally respon- 
sible for this excellent work are Robert L. Thompson, Chief of the Division of 
Publications; E. R. Perkins » Editor of FOREIGN RELATIONS; and Victor J. 
Farrar and Henry P. Beers, both of the Division of Historical Policy Research. 


« 


rSCORIAL BIBLE I.j.4. Edited by 0. P. Hauptmann. Volume I. THE PENTATEUCH. 
ohjladelphia. University of Pennsylvania Press for Grinnell College Press. 


1953. Pp. 320. $5.00. 


This is the first volume of a scholarly analysis of a 15th-century 
sranish translation of the Bible based apparently both on the Vulgate and on 
the Hebrew text. There is a careful discussion of the manuscript, its date 
and translation sources, but the greater part of the volume consists of the 
text of the Pentateuch with a few critical notes. This is a substantial con- 
tribution te medieval Spanish studies, and the editor should be encouraged to 


complete the project. 


carlos W. del Plaine and Frances K. del Plaine. SON OF ORIZABA. 
New York. Exposition Press. Pp. 62. $2.50. 


In this charming little book, Carlos W. del Plaine relates his memories 
of childhood in Mexico, at the foot of Mount Orizaba, during the first years 
of this century. He was born of an American father and an English mother, 
left Mexico to go to Nova Scotia, served in the Canadian expeditionary forces 
in World War I, and is now a practicing surgeon in Minneapolis. 


Col. P. H. Fawcett. LOST TRAILS, LOST CITIES. New York. Funk and 
agnalls. 1953. Pp. 332. $5.00. 


There are several ways to become famous; Colonel Fawcett has proved that 
one of the best is to disappear for ever in the jungles of South America. 
Trained as a surveyer, he was named in 1906 to determine the boundary line 
between Bolivia and Peru. For 15 years he undertook expeditions into the 
heart of South America, which then, as now, held the imagination of the public 
eager for stories of tropical jungles. In 1921 he wrote the story of his 
first seven expeditions, and in 1925 set out on the final journey into the 
unknown from which he never returned. Several expeditions failed to find hin, 
and it is commonly supposed that he was killed by wild Indians. 


fter all these years, his son Brian Fawcett has put together this account 
based on his father's manuscripts, letters and other records. He realizes 
that his father's reliability as a scientific observer and interpreter has been 
widely doubted on account of his interest in the occult and his belief in what 
some have called "psychic hocus-pocus." That his anthropological and archeol- 
ogical methods are unscientific cannot be denied, but his narrative is 
fascinating, and he shows conclusively that many of the accepted ideas of 
modern American pre-history do not explain the facts. Unfortunately, the book 
will be read not by those with a technical interest in South America, but 
rather by the romantic, lost souls who are escaping in the galaxy of books now 
appearing about the unknown tropical jungles of Brazil and Peru. 


Godfrey Davies. WELLINGTON AND HIS ARMY. Oxford. Basil Blackwell. 
Published in co-operation with the Huntington Library, San Marino ’ 
California. 1954. Pp. 154. $3.00. 


The distinguished historian Godfrey Davies, of the staff of the Huntington 
Library, has provided us with an interesting and well-illustrated monograph 
about Wellington's peninsular army, in which the Iron Duke appears as a good 
leader of men, The most interesting chapters are "Amusements and Recreations" 
and "Wives and Children." In the former, Davies stresses the importance of 
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ames in keeping up the morale of an army, while in the latter he describes 
-# feminine contingent of Wellington's army; the wives of the soldiers were 
valuable in providing essential human care for the troops. This monograph 
pired by Sir Charles Oman's History of the Peninsular War. 


was ins 


slizabeth Borton de Trevino. MY HEART LIES SOUTH. New York. Thomas Y. 
crowell. 1953. Pp. 248. $3.50. 


This light and pleasant autobiography tells the story of Elizabeth 
norton, a California girl from Bakersfield, who studied at Stanford University 
and then joined the staff of the Boston Herald. She went on a newspaper 
assignment to Monterrey, Mexico, and soon, to her surprise, found herself 
married to a young Mexican. The reminiscences give her impressions of her life 
as the lady of a Mexican household; it is obviously very different from Bakers- 
field and Boston. Mrs. Trevino still lives in Mexico with her husband and 


two sons. 


Daniel O'Flaherty. GENERAL JO SHELBY. UNDEFEATED REBEL. Chapel Hill. 
University of North Carolina Press. 1954. Pp. 437. $6.00. 


This biography of the only Confederate general who never surrendered is 
of interest to Latin Americanists because, after the defeat of the South, 
J. Shelby withdrew to Mexico in order to set up a Confederate colony in the 
state of Veracruz under the auspices of Emperor Maximilian. With the defeat 
of the Hapsburg ruler, the scheme came to nought, and Shelby returned to the 
United States. The account of his march through Mexico, fighting bloody 
battles with Indians and guerrillas as he went, is well told, and the account 
of his colonization scheme adds valuable information to the interesting study 


of the Confederate exodus to Latin America. 


Wendell C. Bennett. ANCIENT ART OF THE ANDES. New York. Museum of Modern 
Brt. 1954. Pp. 187. $6.50. 


This charming book proved to be the swan-song of Wendell C. Bennett, 
the distinguished chairman of the Department of Anthropology of Yale University, 
who was drowned while saving his own child in the summer of 1953. It was 
written to provide a commentary to the excellent exhibit of pre-Colombian 
Andean art which was organized by Rene“d'Harnoncourt and exhibited in the 
course of 1954 » in the Museum of Modern Art, New York (which is broad-minded 
enough to consider this art as modern), the Minneapolis Institute of Arts, and 
the California Palace of the Legion of Honor in San Francisco. 


It is a most lucid summary of the art of the Andes from Panama to Central 
Chile, as well of the Amazon region. The photographs are excellent and so 
intriguing that it is hard to put this book down. 


